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SECURITIES ACT OF 1933 
Release No. 6031/March 2, 1979 


In the Matter of 


McDERMOTT, WILL & EMERY PROFIT SHARING 
PLAN AND TRUST 

111 West Monroe Street 

Chicago, IL 60603 


(18-13) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 3(a)(2) OF THE ACT FOR AN ORDER 
EXEMPTING FROM THE PROVISIONS OF SECTION 5 
OF THE ACT INTERESTS OR PARTICIPATIONS 
ISSUED IN CONNECTION WITH THE McDERMOTT, 
WILL & EMERY PROFIT SHARING PLAN AND TRUST 


NOTICE IS HEREBY GIVEN that the law firm of 
McDermott, Will & Emery (“Applicant” of the “Firm”), 
an Illinois partnership, has, by letters dated March 28, 
June 2, and July 13, 1978, applied for an exemption 
from the registration requirements of the Securities 
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Act of 1933 (“Act”) for any participations or interests 
issued in connection with its Profit Sharing Plan and 
Trust for partners and associate lawyers (hereinafter 
collectively referred to as the “Plan’”). All interested 
persons are referred to those documents, which are 
on file with the Commission, for the facts and 
representations contained therein, which are sum- 
marized below. 


|. Introduction 


The Plan covers Applicant’s partners and associate 
lawyers, of whom there were 85 and 63, respectively, 
as of March 28, 1978. All attorneys are eligible to 
participate in the Plan if they have completed three 
years of service with the Firm. 


The Plan is of a type, commonly referred to as a 
“Keogh” plan, which covers persons (in this case the 
Firm’s partners) who are “employees” within the 
meaning of Section 401(c)(1) of the Internal Revenue 
Code of 1954, as amended (the “Code”). Therefore, 
even though the Plan is qualified under Section 401 of 
the Code, the exemption provided by Section 3(a)(2) 
of the Act is inapplicable to interests in the Plan, 
absent an order of the Commission issued under 
Section 3(a)(2). 


Applicants states that prior to November of 1977, the 
Firm had only an Illinois office and relied on, among 
other availabie exemptions, the so-called “intrastate” 
exemption from registration under Section 5 of the 
Act. At the end of November, 1977, the Firm opened 
an office in Florida and, in September of 1978, opened 
an office in Washington, D.C. The Firm now deems it 
appropriate to apply for an exemption under Section 
3(a)(2). 


In relevant part, Section 3(a)(2) provides that the 
Commission may exempt from the provisions of 
Section 5 of the Act any interest or participation 
issued in connection with a pension or profit-sharing 
plan which covers employees, some or all of whom 
are employees within the meaning of Section 401(c)(1) 
of the Code, if and to the extent that the Commission 
determines this to be necessary or appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


ll. Description and Administration of the Plan 


Applicant states that the Plan was adopted in 1966 
and was amended and restated in its entirety, 
effective as of January 1, 1976, in order to comply 
with the Employee Retirement Income Security Act of 
1974 (“ERISA”). The Internal Revenue Service has 
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issued a ruling to the effect that the Plan, as so 
amended and restated, continues to be a qualified 
plan under Section 401 of the Code. The Plan is an 
employee pension benefit plan subject to the fiduciary 
standards and to the full reporting and disclosure 
requirements of ERISA. 


The Plan has a mandatory Firm contribution feature 
and a voluntary participant contribution feature, both 
of which are based on a percentage of compensation. 
In general, the Firm’s annual contributions on behalf 
of a participant plus one-half of any voluntary contri- 
butions such participant makes for the year cannot 
exceed the lesser of $30,050 or 25% of earnings (the 
$30,050 figure will be adjusted in future years to cover 
cost-of-living increases). 


Applicants states that the Plan is administered 
through a single trust with three of the Firm’s senior 
partners acting as trustees. The trust agreement 
contains provisions for separate investment funds to 
be managed by separate investment managers. The 
Plan presently has three investment funds: an Equity 
Fund, a Principal Fund, and an Individual Investment 
Fund. A participant has the right to designate the 
amounts to be held in each of the three investment 
funds and to change such designations. The Trustees 
have the power to appoint and to remove investment 
managers with respect to Plan assets. Applicant 
asserts that the Firm exercises substantial adminis- 
trative responsibilities in connection with the Plan. 


Applicant contends that were the Firm a corporation, 
rather than a partnership, interests or participations 
issued in connection with the Plan would be exempt 
from registration under Section 3(a)(2) of the Act, 
because no person who would be an “employee” 
within the meaning of Section 401(c)(1) of the Code 
would participate in the Plan. Applicant argues that 
the mere fact that it conducts its business as a 
partnership rather than as a corporation should not 
result in a requirement that interests in the Plan be 
registered under the Act. 


Applicant also maintains that were the Firm’s partners 
not permitted to participate in the Plan, the interests 
or participations issued in connection with the Plan 
would be exempt under Section 3(a)(2) since no other 
persons covered by the Plan would be “employees” 
within the meaning of Section 401(c)(1) of the Code. 
Applicant argues that there is no valid basis for a con- 


trary result merely because the Plan also covers 
partners in the Firm. 


Applicant also argues that the Plan covers only 
partners and associate lawyers of the Firm, who are 
professionals generally sophisticated in investments 
and financial analysis and able to protect their 
interests adequately without the protection of the 





registration requirements of the Act. Applicant 
believes that the rigorous disclosure requirements of 
ERISA and the fiduciary standards and duties 
imposed thereunder are adequate to provide full pro- 
tection to the participants. 


Applicants requests permission to have certain of the 
assets of the Plan commingled in an_ indexed 
collective investment fund maintained by a national 
bank for corporate pension and profit sharing plans 
and to have certain of the assets of the Plan remain in 
the individual investment fund maintained by a 
national brokerage house. If the firm were a 
corporation and not a partnership, participation in 
these forms of investment programs would be per- 
mitted. 


Finally, Applicant argues that the characteristics of 
the Plan are essentially typical of those maintained by 
many single corporate employers and that the legis- 
lative history of the relevant language in Section 
3(a)(2) of the Act does not suggest any intent on the 
part of Congress that interests issued in connection 
with single-employer Keogh plans necessarily should 
be registered under the Act. Applicant argues that its 
Plan is distinguishable from multi-employer plans or 
uniform prototype plans designed to be marketed by a 
sponsoring financial institution or promoter to 
numerous unrelated self-employed persons and that 
these latter plans are the type of plans Congress 
intended to exclude from the Section 3(a)(2) 
exemption. 


For all of the foregoing reasons, Applicant believes 
that the Commission should issue an order finding 
that an exemption from the provisions of Section 5 of 
the Act for interests or participations issued in 
connection with the Plan is appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 27, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement of the nature of his or her interest, the 
reasons for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he or she 
may request to be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request shall be served personally or by 
mail upon Applicant at the address stated above. 
Proof of such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. An order dis- 
posing of the matter will be issued as of course 


following said date unless the Commission thereafter 
orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive notice of further developments in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 6032/March 5, 1979 


Resales of Securities 


AGENCY: Securities and Exchange Commission. 


ACTION: Final rules. 

SUMMARY: The Commission is amending two rules 
and rescinding a third for the purpose of relaxing 
certain restrictions relating to the resale of securities 
that may be more burdensome than necessary. The 
amendments to the two rules will permit persons who 
have held securities covered by the rules for a speci- 
fied period of time to sell such securities without any 
amount limitation, provided they are not affiliates of 
the issuer of the securities. The rescission of the third 
rule will enable persons who hold certain convertible 
securities to resell them without the restrictions 
formerly imposed by the rule in question. 


EFFECTIVE DATE: March 12, 1979. 


FOR FURTHER INFORMATION CONTACT: Peter J. 
Romeo, Division of Corporation Finance, Securities 
and Exchange Commission, Washington, D.C. 20549 
(202) 755-1240. 


SUPPLEMENTARY INFORMATION: The Commis- 
sion today announced the adoption of various amend- 
ments to Rule 144 [17 CFR 230.144] and Rule 148 [17 
CFR 230.148] under the Securities Act of 1933 (“1933 
Act”) [15 U.S.C. 77a et seq.] and the rescission of 
Rule 155 [17 CFR 230.155] under the 1933 Act. Each of 
these actions will be discussed in detail in this 
release. 


BACKGROUND 


Rule 144 provides a safe harbor for the resale without 
registration under the 1933 Act of restricted 
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securities’ and securities held by affiliates.2 Rule 148 
similarly provides a safe harbor for the resale of 
securities acquired in bankruptcy proceedings. In 
Release No. 33-5979 (September 19, 1978) [43 FR 
43709] the Commission substantially relaxed the 
volume limitation and manner of sale requirements of 
both rules.Y In a companion release (No. 33-5980 
dated September 20, 1978 [43 FR 43726]) the Commis- 
sion solicited public comments on the proposed 
adoption of additional amendments to Rules 144 and 
148 designed to further relax the volume limits of 
those rules as they apply to non-affiliates. The 
comments received from the public in response to the 
release were very helpful to the Commission and have 
resulted in some modifications to the proposed 
amendments and some other changes as well. 


RULE 144 
1. Removal of Volume Restrictions 


The amendments proposed in Release No. 33-5980 
would have permitted non-affiliates to sell unlimited 
amounts of restricted securities after the securities 
had been held for a minimum of five years. The 
Commission also invited comments on whether it 
would be appropriate to reduce the five-year holding 
period, depending on whether the issuer files periodic 
reports under the 1934 Act (in which case the holding 
period might be reduced to four years) or whether the 
issuer's securities are listed on a national securities 
exchange (in which case the holding period might be 
reduced to three years). 





1The term “restricted securities” includes securities 
acquired in non-public offerings, such as those under 
Section 4(2) of the 1933 Act, as well as securities 
acquired in offerings made in reliance upon Rule 240 
[17 CFR 230.240] under the Act. 


2An “affiliate” of an entity is defined in Rule 405 [17 
CFR 230.405] under the 1933 Act as “a person that 
directly, or indirectly through one or more _inter- 
mediaries, controls, or is controlled by, or is under 
common control with, the [entity].” 


3The revisions to the volume limitation provisions 
more than doubled the amount of securities that 
formerly could be sold under the rules. The amend- 
ments to the manner of sale requirements permitted 
sales under the rules to be made directly to a market 
maker in lieu of selling through a broker. In addition, 
estates and beneficiaries thereof not affiliated with 
the issuer were relieved of compliance with the 
manner of sale requirements of Rule 144. 
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The amendments described above were proposed 
primarily because Rule 144 does not permit holders of 
restricted securities to cumulate unsold amounts for 
later sale. Thus, a person who has held his securities 
for five years or more cannot sell any greater number 
of securities during a three-month period than a 
person who has held similar securities for only two 
years. The proposal attempted to provide some relief 
in circumstances such as the above by giving recog- 
nition to the fact that a non-affiliate who has held his 
securities for a considerable length of time has pro- 
vided a substantial indication that he did not acquire 
his securities with a view to distribution and therefore 
is not an underwriter4 who must register his securities 
for resale. 


After consideration of the public comments, the 
Commission has determined to adopt the proposed 
amendments in a somewhat modified form. As 
amended, Rule 144 will now permit non-affiliates in 
certain circumstances to disregard the volume limi- 
tations of the rule after a holding period of either three 
or four years. The three-year holding period will apply 
if the securities to be sold are those of a class which 
is listed on a nationa! securities exchange or quoted 
on NASDAQ.° The four-year holding period will apply 
if the securities are not exchange-listed or NASDAQ- 
quoted, but the issuer thereof nevertheless files 
periodic reports under Sections 13 or 15(d) of the 
Securities Exchange Act of 1934 (‘1934 Act”) [15 
U.S.C. 78a et seq.] in accordance with paragraph 
(c)(1) of Rule 144.6 


There are three major differences between the amend- 
ments announced above and those which were pro- 
posed for comment in Release No. 33-5980. First, the 
originally proposed holding period requirement of five 
years has been reduced to four or three years, 
depending on certain conditions being met. Second, 
unlike the proposed version, the securities of issuers 
which do not file periodic reports under the 1934 Act 





4The term “underwriter” is broadly defined in Section 
2(11) of the 1933 Act and includes persons who 
acquire securities “with a view to. . . distributions.” 


SNASDAQ is an electronic interdealer quotation 
system which is owned and operated by the National 
Association of Securities Dealers, Inc. 


6Paragraph (c)(1) states that the issuer must have 
been subject to the reporting requirements of the 1934 
Act for at least 90 days and must have filed all reports 
required to have been filed within the past 12 months, 
or such shorter period that the issuer was subject to 
the reporting requirements. 





will not be able to be resold under the new provision. 
Finally, the adopted amendments contain a new 
condition that persons must have been non-affiliates 
for at least the three months preceding the sale of 
their securities. 


The holding period requirement was reduced largely 
because al! of the commentators who expressed a 
view on this issue thought that five years was a longer 
period than necessary to indicate investment intent 
under the 1933 Act. Although the Commission 
generally agrees with the commentators, it believes a 
distinction should be made, from a holding period 
standpoint, between securities which are exchange- 
listed or NASDAQ-quoted and securities not so listed 
or quoted that are issued by entities which file 
periodic reports with the Commission pursuant to 
Sections 13 or 15(d) of the 1934 Act. There are several 
reasons for this. First, issuers which have securites 
listed on an exchange, and, to a lesser degree, quoted 
in NASDAQ, are subject to controls by self-regulatory 
authorities that are inapplicable to other reporting 
issuers. Second, there is a significant difference in 
the amount and quality of information available con- 
cerning both exchange-listed and NASDAQ-quoted 
securities. For example, with respect to exchange- 
listed securities, last-sale price and volume data are 
readily available, and with respect to NASDAQ-quoted 
securities, current quotations and end-of-the-day 
voiume figures are availabie. No comparabie informa- 
tion is available for the securities of other reporting 
issuers. Finally, the surveillance which the relevant 
self-regulatory organizations exercise over the trading 
on exchanges and the activity in NASDAQ securities 
is significant and not present with respect to other 
reporting issuers. Under the circumstances, the 
Commission believes it is appropriate to adopt the 
type of stratified holding period requirement 
mentioned above. 


The second major changes from the proposed version, 
as previously indicated, will have the effect of 
excluding the securities of non-operating issuers from 
the new provision. In this regard, the Commission 
notes that such issuers generally do not make avail- 
able information about themselves and their activities 
that is as complete or as timely as that provided by 
reporting issuers. Thus, prospective investors in the 
securities of such issuers are at somewhat of a dis- 
advantage from an informational standpoint in making 
investment decisions regarding such securities. In 
light of this fact, the Commission believes it would be 
best from an investor protection standpoint to 
proceed cautiously in regard to permitting unlimited 
resales of such securities under Rule 144. 
Accordingly, it has determined not to make the new 
provision available for resales of the securities of non- 
reporting issuers at th:s time. 


Notwithstanding the above, the Commission is not 
foreclosing the possibility of extending the new pro- 
vision to the securities on non-operating issuers at 
some future date. In this regard, it invites comments 
from the public on the feasibility of making the pro- 
vision available for the securities of non-reporting 
issuers and on whether the continued non-availability 
of the provision for the securities of such issuers can 
be expected to have a serious adverse impact on their 
ability to raise capital. It is anticipated that such 
comments, together with the Commission’s experi- 
ence with the new provision as it applies to the 
securities of reporting issuers, will provide the 
Commission with a basis for reconsidering this issue 
in the future. 


Although the new provision will not be available for 
the securities of non-reporting issuers, such 
securities may, of course, be resold under the other 
provisions of the rule if all applicable requirements are 
satisfied. Moreover, since Rule 144 is not the 
exclusive means for reselling restricted securities, 
the hoider of such securities could sell unlimited 
amounts thereof in reliance upon any exemption from 
registration that may be available to him. 


The third major change from the amendments pro- 
posed in Release No. 33-5980 will require persons 
who formerly were affiliates of an issuer to wait three 
months after their status as affiliates has terminated 
before utilizing the new provision. The purpose of this 
change is to minimize the possibility that the new 
provision will be used by such persons to effect distri- 
butions on behalf of the issuer. During the three- 
month waiting period, however, former affiliates will 
be able to sell securities under the rule in amounts 
permitted by its volume limitations. Thus, the waiting 
period should not work an undue hardship on such 
persons, since they will be permitted to utilize the rule 
during the period for resales in the manner 
customarily allowed in the past. 


2. Notice of Sale Requirement 


The Commission also requested comments in Release 
33-5980 on whether the notice of sale requirement in 
paragraph (h) of the rule should continue to apply to 
non-affiliates utilizing the new provision for resales. 
Of the commentators who addressed this issue, only 
one thought the form requirement should remain in 
force in such circumstances. 


Notwithstanding the public comments, the Commis- 
sion is of the view that the notice of sale requirement 
should continue to be applicable to resales under the 
new provision. The reason is that the provision is 
experimental in nature and therefore will have to be 
monitored in order to assess its impact. Once its 
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effect on the market place has been observed through 
the examination of filings on Form 144 and other 
available sources, consideration can then be given to 
deleting the requirement that the form be filed. 


On a separate but somewhat, related matter, two 
commentators expressed the view that the threshold 
limits for filing Form 144 should be raised. (Currently, 
the form must be filed if the securities to be sold 
during any three-month period will exceed 500 shares 
or other units or have a market value in excess of 
$10,000.) The basis for this view lies in the fact that 
the threshold limits were initially established in 1972 
at a time when the value of the dollar was 
considerably greater than at present. 


While the view described above has some surface 
appeal, certain facts to the contrary should be noted. 
First, the threshold limits recently were amended to 
apply to sales within a three-month period, rather than 
the six-month period to which they originally were 
applicable.” As a result of this change, it seems likely 
that many sales under the rule which formerly would 
have been subject to the notice requirement will not 
be so subject now. Second, information provided by 
the Commission’s Directorate of Economic and Policy 
Research suggests that a significant percentage of the 
transactions under Rule 144 were not required to be 
reported even when the threshold limits were applied 
to a six-month measuring period.% Finally, the 
Commission again notes that the changes in the 
volume limits of Rule 144 are experimental and need 
to be monitored closely, and Form 144 is the best 
available means for doing this. Accordingly, on the 
basis of the foregoing, the Commission does not 
believe it would be appropriate to change the 
threshold limits for filing Form 144 at this time, 
although this may be a matter for future 
consideration. 


3. Other Changes 


In addition to the revisions previously mentioned, 
some commentators suggested that certain amend- 
ments of aclarifying nature be made to Rule 144. One 
felt that the rule should clearly state that it is non- 
exclusive in nature. Although the Commission has 
expressly stated in several releases in the past few 





7See Release No. 33-5995 (November 8, 1978). 


8The information indicates that during the years 
1975-1977 proposed sales under Rule 144 of 500 or 
fewer shares were 10% of all sales, and sales of 
$10,000 or less were 26% of all sales. 
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years that the rule is non-exclusive and that it does 
not affect the availability of any exemption for resales 
under the 1933 Act that a person may be able to rely 
upon,” it nevertheless has inserted a new paragraph 
(j) in the rule for the purpose of removing any doubt 
that may exist on this issue. 


Some other commentators thought that the rule 
should be revised to specifically state that the pro- 
visions of paragraph (d)(4) thereof, which permit the 
tacking of holding periods under certain circum- 
stances, are applicable to the computation of holding 
periods under the new provision. Again, to remove 
any doubt regarding the application of paragraph 
(d)(4), the Commission has inserted the requested 
statement in the rule. 


Finally, the Commission wishes to take note of the 
many suggestions that were made by the 
commentators for further relaxing the unlimited resale 
provision proposed in Release 33-5980. Some of the 
more frequent of these were: (1) make the provision 
available to affiliates as well as non-affiliates; (2) 
revise it to permit solicitations of orders to buy the 
securities being sold; and (3) expand it so that al/ 
restrictions in the rule (rather than just the volume 
restrictions) are inapplicable after the requisite 
holding period. 


Although the Commission welcomes suggestions for 
improving its rules, it does not believe it would be 
appropriate at this time to relax the new resale 
provision in the respects mentioned above. With 
regard to the suggestion that affiliates should be able 
to avail themselves of the new provision, the 
Commission is not inclined to do this, primarily 
because the control relationship which affiliates have 
with an issuer increases the likelihood that such 
persons might attempt to utilize the provision for dis- 
tributions on the issuer's behalf rather than routine 
trading transactions. As for the second and third 
suggestions, which involve eliminating some or all of 
the other restrictions of the rule, the Commission 
believes that experience with the removal of the 
volume restrictions should first be gained before pro- 
ceeding to the possible removal of some or all of the 
other restrictions. The elimination of the volume limi- 
tations after a specified holding period is a significant 
change by itself, and its effects should first be 
assessed before other methods of relaxing the rule 
can be considered. 





9See, e.g., Release No. 33-5980 (September 20, 1978) 
and Release No. 33-5918 (March 29, 1978) [43 FR 
14445]. 





RULE 148 


Rule 148 is the counterpart to Rule 144 with respect to 
resales of bankruptcy-related securities.19 The 
Commission has stated in the past that to the extent 
it amends the volume limitation provision of Rule 144, 
it will make corresponding changes in Rule 148.11 As 
a consequence, it has amended the volume limitation 
provisions of Rule 148 in essentially the same manner 
as it has amended Rule 144. 


RULE 155 


Rule 155 under the 1933 Act relates to convertible 
securities. It provides in essence that a person who 
acquires such securities in a private offering under 
Section 4(2) of the Act becomes an underwriter, and 
the issuer loses its private offering exemption, if the 
securities are reoffered to the public, or if conversion 
occurs without investment intent and the underlying 
securities are then reoffered to the public. 


The rule was partially rescinded in 1972 at the time 
Rule 144 was adopted. 12 It has remained in effect 
only with respect to securities acquired prior to the 
effective date of Rule 144 and not sold thereafter in 
accordance with all of the provisions of that rule. At 
this point in time, the rule applies only to securities 
that have been held a minimum of 6-3/4 years. Such a 
lengthy holding period belies the notion that the 
holder of such securities did not have an investment 
intent at the time he acquired them, particularly 
considering the fact that the new amendments to Rule 
144 previously discussed herein would permit certain 
restricted securities to be sold after a holding period 
of 3 or 4 years. Under the circumstances, the 
Commission has determined to terminate the partial 
Status of Rule 155 and rescind it completely. 





10it should be noted that in late 1978 Congress 
enacted legislation which deals in part with some of 
the matters covered by Rule 148. See in this regard 
Section 1145 of the Bankruptcy Reform Act of 1978 
[Public Law No. 95-598 dated November 6, 1978]. The 
new legislation will not go into effect until October 1, 
1979, and the Commission expects to consider prior 
to that date whether to modify or rescind Rule 148 in 
light of the existence of Section 1145. 


11Release No. 33-5918 (March 29, 1978). 


12Release No. 33-5223 (January 11, 1972) [37 FR 596}. 


TEXT OF THE AMENDMENTS 
1. 17 CFR 230.144 is amended to read as follows: 


§ 230.144 Person deemed not to be engaged in a 
distribution and therefore not underwriters. 


* * 7 * 7 


(e) ” * * 


(2) Sales by persons other than affiliates. The 
amount of restricted securities sold for the account of 
any person other than an affiliate of the issuer, 
together with all other sales of restricted securities of 
the same class for the account of such person within 
the preceding three months, shall not exceed the 
amount specified in paragraphs (e)(1)(i), (1)(ii), or 
(1)(iii) of this section, whichever is applicable. The 
limitation in this paragraph (e)(2), however, shall not 
apply to restricted securities sold for the account of a 
person who is not an affiliate of the issuer at the time 
of the sale and has not been an affiliate during the 
preceding three months, Provided: (1) the securities 
have been beneficially owned by the person for a 
period of at least three years prior to their sale and are 
part of a class that is either listed on a national 
securities exchange or quoted in the National 
Association of Securities Dealers, Inc.’s electronic 
interdealer quotation system known as NASDAQ, or 
(ii) the securities have been beneficially owned by the 
person for a period of at least four years prior to their 
sale and the issuer thereof is in compliance with the 
requirements of paragraph (c)(1) of this rule regarding 
the filing of reports under Sections 13 or 15(d) of the 
Securities Exchange Act of 1934. In computing the 
holding period for purposes of this provision, 
reference should be made to paragraph (d)(4) of this 
rule. Further, in regard to securities that were 
purchased, the full purchase price or other 
consideration shall have been paid or given at least 
three or four years, respectively, prior to their sale in 
order to satisfy the beneficial ownership requirements 
of (i) or (ii) of this paragraph. 


* 7 . 


(j) Non-exclusive rule. Although this rule provides 
a means for reselling restricted securities and 
securities held by affiliates without registration, it is 
not the exclusive means for reselling such securities 
in that manner. Therefore, it does not eliminate or 
otherwise affect the availability of any exemption for 
resales under the Securities Act that a person or entity 
may be able to rely upon. 


ll. 17 CFR 230.148 is amended to read as follows: 
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§ 230.148 Persons deemed not to be underwriters of 
securities issued or sold in connection with bank- 
ruptcy proceedings. 


(A) Exception. The limitations in paragraph (b)(1) on 
the amount of securities that may be sold shall not 
apply to securities sold for the account of a person 
who is not an affiliate of the issuer at the time of the 
sale and has not been an affiliate during the preceding 
three months, Provided: (1) the securities have been 
beneficially owned by the person for a period of at 
least three years prior to their sale and are part of a 
class that is either listed on a national securities 
exchange or quoted in the National Association of 
Securities Dealers, Inc.’s electronic interdealer quo- 
tation system known as NASDAQ, or (2) the securities 
have been beneficially owned by the person for a 
period of at least four years prior to their sale and the 
issuer thereof is in compliance with the requirements 
of § 230.144(c)(1) regarding the filing of reports under 
Sections 13 or 15(d) of the Securities Exchange Act of 
1934. In computing the holding period for purposes 
of this provision, reference should be made to 
§ 230.144(d)(4). Further, in regard to securities that 
were purchased, the full purchase price or other 
consideration shall have been paid or given at least 
three or four years, respectively, prior to their sale in 
order to satisfy the beneficial ownership requirements 
of (7) or (2) of this paragraph. 


[Secs. 2(11), 4(1), 4(4), 19(a), 48 Stat. 74, 77, 85; secs. 
201, 203, 209, 210, 48 Stat. 904, 906, 908; secs. 1-4, 6, 
68 Stat. 683, 684; sec. 12, 78 Stat. 580; sec. 308(a)(2), 
90 Stat. 58 (15 U.S.C. 77b(11), 77d(1), 77d(4), 77s(a)).] 


lll. 17 CFR 230.155 is rescinded in its entirety. 


[Sec. 19(a), 48 Stat. 85; sec. 209, 48 Stat. 908; sec. 
308(a)(2), 90 Stat. 48 (15 U.S.C. 77s(a)).] 


STATUTORY BASIS 


The amendments to Rule 144 and Rule 148 have been 
adopted by the Commission pursuant to the 
Securities Act of 1933, particularly Sections 2(11), 
4(1), 4(4) and 19(a) thereof. Rule 155 has been 
rescinded by the Commission pursuant to the 
Securities Act of 1933, particularly Section 19(a) 
thereof. 
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By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 6033/March 6, 1979 


In the Matter of 


ARNOLD & PORTER PROFIT-SHARING PLAN AND 
TRUST 

1229 Nineteenth Street, N.W. 

Washington, D.C. 20036 


(18-33) 


ORDER PURSUANT TO SECTION 3(a)(2) OF THE 
SECURITIES ACT OF 1933 EXEMPTING FROM THE 
PROVISIONS OF SECTION 5 OF THE ACT 
INTERESTS OR PARTICIPATIONS IN THE ARNOLD & 
PORTER PROFIT-SHARING PLAN AND TRUST 


Arnold & Porter, a law firm organized as a partnership 
under the laws of the District of Columbia, filed an 
application on January 22, 1979, for an exemption 
from the registration requirements of the Securities 
Act of 1933 (‘‘Act”) for interests or participations 
issued in connection with the Arnold & Porter Profit- 
Sharing Plan and Trust (“Plan”). 


On February 8, 1979, a notice was issued (Securities 
Act Release No. 6023) of the filing of the application. 
The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the application would be issued as of course unless 
a hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered and it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 3(a)(2) of the 
Act, that interests or participations issued in 
connection with the Plan shall not be subject to the 
requirements of Section 5 of the Act, effective forth- 
with. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 





George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 6034/March 8, 1979 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15621/March 8, 1979 


INVESTMENT COMPANY ACT OF 1940 
Release No. 10621/March 8, 1979 


INVESTMENT COMPANY SALES LITERATURE 
INTERPRETIVE RULE 


AGENCY: Securities and Exchange Commission. 


ACTION: Proposed rule. 

SUMMARY: The Securities and Exchange Commis- 
sion is withdrawing its Statement of Policy on invest- 
ment company sales literature (“Statement”) and 
requesting public comment on a proposed interpretive 
rule concerning the use of false and misleading 
investment company sales literature. The Commission 
is also adopting a policy whereby: 1) neither the Com- 
mission nor its staff will give detailed interpretive 
advice on sales literature prior to its use; 2) the staff 
will undertake a systematic “spot check” of sales 
literature filed with the Commission and will review 
sales literature in connection with its inspections of 
investment companies; and 3) staff advisory views on 
the content of sales literature will be published in 
Staff interpretive releases from time to time as the 
need arises. These actions are being taken following a 
general review of the Statement and of public 
comments received on the revision and continued use 
of the Statement. The Commission believes that these 
actions will encourage the investment company 
industry to assume principal responsibility for the 
development and use of sales literature that is not 
misleading and limit the exent to which government 
regulators intrude on investment company marketing 
decisions. 


DATES: Comments should be submitted on or 
before May 15, 1979. 


ADDRESSES: Send comments in triplicate to 
George A. Fitzsimmons, Secretary, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. All communications with 
respect to this matter should refer to File No. S7-716. 
Such communications will be available for public 
inspection at the Commission’s Public Reference 


Room, Room 6101, 1100 L Street, N.W., Washington, 
D.C. 


FOR FURTHER INFORMATION CONTACT: Anthony 
A. Vertuno (202) 755-1192, or Sarah B. Ackerson (202) 
755-1792, Division of Investment Management, 
Securities and Exchange Commission, 500 North 
Capitol Street, N.W., Washington, D.C. 20549. 


SUPPLEMENTARY INFORMATION: On September 
14, 1977, the Securities and Exchange Commission 
announced that it was undertaking a general review of 
its Statement of Policy on investment company sales 
literature (“Statement”) in Securities Act Release No. 
5864 (September 14, 1977) [43 FR 3550 (September 21, 
1977)]. That release invited comment on the specific 
provisions of the Statement, continued use of the 
Statement and adoption of rules on the use of 
investment company sales literature. A number of 
considerations led the Commission to undertake a 
general review of the Statement: problems in 
administering the Statement’s provisions; growing 
sentiment in the investment company industry for an 
updating and modernization of the Statement; the 
length of time since the adoption of the Statement; 
developments in the industry during the interim; the 
reluctance of the industry to use presentations unless 
they are included in the Statement; and the prospect 
of an increasing role for the Commission and its staff 
in determining the content of sales literature for the 
industry. 


The Statement, which was adopted in 1950, offers 
guidelines for users of investment company sales 
literature so that use of material which the Commis- 
sion considers false and misleading can be avoided. 
The Statement describes certain types of representa- 
tions which are considered misleading and includes a 
number of approved presentations, including certain 
charts and tables. Since its adoption the only amend- 
ments to the Statement have related to charts and 
tables which illustrate fund performance. 


Comments Received 


Pursuant to the Commission’s request for comments 
on the Statement, eleven submissions were received, 
including an oral presentation before the Commission 
made by the Investment Company Institute (“ICI”). 
The submissions as a whole dealt with two general 
subjects: the approach the Commission should take 
in its future regulation of sales literature and how 
specific provisions of the Statement should be 
updated. 


(a) The Commission’s approach to sales 
literature regulation 
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The commentators offered several approaches which 
they thought the Commission should consider in 
designing the future structure of investment company 
sales of literature regulation. The most significant 
departure from the existing regulatory scheme 
suggested was the elimination of the Statement and, 
perhaps, the several advertising rules as well and the 
adoption of a simple anti-fraud provision or rule 
instead. The ICI asked that a Commissioner be 
appointed to supervise personally the development of 
an advertisiing code which would replace all existing 
advertising rules with a single anti-fraud rule incor- 
porating a revised Statement, charts and tables, and 
procedures for periodic updating and modification. A 
somewhat less sweeping proposal involved replacing 
the Statement with a rule which would contain broad, 
overall principles governing sales 
specific guidelines (but no sample illustrations) for 
charts and tables. Other commentators, either 
expressly or implicitly, supported the concept of a 
Statement as opposed to a rule or a simple anti-fraud 
provision but recommended the establishment of a 
schedule for regular updatings. One commentators 
suggested that the Statement should be updated 
before or concurrently with the adoption of any 
revised advertising rules. 


literatura with 
wwerature with 


Only three of the respondents considered the 
possibility of discarding the Statement or substan- 
tially changing the way in which the Commission 
regulates sales literature. Even their comments can be 
read as endorsing the Commission’s continuing close 
regulation albeit in a more flexible and less detailed 
manner. 
(b) Revision of the Statement 

All commentators submitted suggestions concerning 
revision of the Statement. In general terms, the most 
prevalent comment was that the provisions of the 
Statement are out of date because they are oriented 
toward equity funds and do not consider the different 
characteristics of the many non-equity funds that 
exist today. Sample charts and tables were criticized 
as being too technical and containing too much 
information for the average investor to understand. 
The Statement and its administration were attacked as 
inhibiting use by the industry of more helpful and 
understandable presentations. 


More specifically, the comments can be divided into 
those involving charts and tables and those involving 
all other provisions of the Statement. Considering the 
latter comments first, the computation of yields 
approved by the Statement was severely criticized as 
not being suitable for many of the funds that invest 
primarily in debt securities and particularly those in 
which investor turnover is high. The provisions of the 
Statement concerning comparisqns were held to be 
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too restrictive. A number of sections were criticized 
for requiring certain boilerplate language which 
informs investors that an investment in an investment 
company entails some degree of risk. It was argued 
that such language, which may not always convey the 
intended warning, should be vastly simplified and 
made to suit both fund circumstances and the 
audience to which a sales piece is directed. Allega- 
tions also were made that certain other provisions of 
the Statement were either no longer meaningful or, in 
some instances, incorrect. 


The most important subject for the majority of the 
commentators was performance illustrations.1 Apart 
from the general comment that sample charts and 
tables, especially the total return charts, are too com- 
plicated and contain too much data, commentators 
suggested that redundant data contained in charts 
and tables be eliminated and that the content of 
certain core charts be made sufficiently flexible to 
appeal to a variety of investors groups. In addition, it 
was suggested that after-tax rate of return information 
be included on certain charts and that “appropriate” 
illustrations for variable annuities be developed to 
replace those currently contained in the Statement. 


The Commission’s Position 


The Commission has concluded that substantial 
changes in the regulation of investment company 
sales literature are in order based on its reexamination 
of the Statement, including consideration of 
comments received and the staff’s experience in 
recent attempts to update performance illustrations. 
To implement those changes the Commission is: (1) 
withdrawing the Statement; (2) considering revised 
procedures for sales literature review; and (3) pro- 
posing an interpretive rule concerning mutual fund 
sales literature. 


Withdrawal of the Statement 


The Statement was intended merely to provide some 
guidance to the public about what the Commission 
and the staff thought might be misleading in invest- 
ment company sales literature. It explicitly neither 
prescribes the content of sales literature nor pro- 
scribes presentations which are not covered by the 





1Comments submitted in connection with the 
Commission’s most recent amendment of the State- 
ment involving only certain aspects of performance 
illustrations (Securities Act Release No. 5899 (January 
18, 1978) [43 FR 3350 (January 25, 1978)) contained 


numerous comments on the most recently adopted 
charts. 





Statement provided that they are not misleading. 
Nevertheless, in practice the Statement has taken on 
the character of a comprehensive and mandatory rule. 
Investment companies have tended to restrict sales 
literature to formats explicitly approved in the State- 
ment or, if they wished to deviate from those formats, 
to seek prior staff approval. Investment companies 
and their representatives have criticized the Statement 
and sought to have it amended. For its part, the staff 
has experienced significant burdens in administering 
the Statement. These developments have had 
unintended and adverse consequences. On the one 
hand, the Statement has operated to limit the 
flexibility of investment companies in advertising. 
Yet, at the same time, some may have been led to 
believe that use of a format which is included in the 
Statement or the failure of the staff to object to a 
particular representation created a “safe harbor.” 


The Commission does not believe that the problems 
with the Statement can be resolved by further 
attempts to amend it. What is or is not misleading in 
sales literature may depend greatly on the totality of 
the circumstances, including the context in which it is 
used and the sophistication of the investor. The Com- 
mission doubts the feasibility of developing 
mechanical or technical guidelines to define what is 
or is not misleading in sales literature in all circum- 
stances. Rather the Commission believes that the 
fundamental responsibility for protecting investors 
from misleading sales literature resides with those 
who prepare and use it.“ This approach is consistent 
with the objectives of the Investment Company Act 
Study. Accordingly, the Commission is withdrawing 
the Statement as an official expression of its views. 


However, the Commission does not want withdrawal 
of the Statement construed as a repudiation of its 
contents because many of the Statement’s principles 
appear valid in light of the Commission’s regulatory 
experience. Withdrawing the Statement is intended to 
1) emphasize that the Statement does not have the 
status of a restrictive rule; 2) establish the statement 
as a historical expression of views but relieve the 
Commission of any obligation to update or correct 
technical flaws in its provisions; 3) stress that invest- 
ment companies and users of sales literature cannot 
rely on mechanical application of the Statement’s 
provisions but must decide on their own whether 
sales literature is in fact misleading. 





20f course, the Commission and its staff have 
affirmative obligations in connection with the content 
of prospectuses and tombstone ads, which are 
included in the definition of sales literature. 


Staff Procedures 


The staff will, however, continue to monitor sales 
literature on a regular basis by systematically spot 
checking the required filings made with the Commis- 
sion but normally will not give interpretive opinions 
on the appropriateness of sales literature prior to its 
use.” Moreover, greater emphasis will be placed on 
reviewing sales literature during investment company 
inspections than has been the case in the past. The 
review of promotional material during a compre- 
hensive examination of fund operations should enable 
the staff to consider all the circumstances which 
existed when the sales literature was developed and 
thereby assist in assessing the propriety of selling 
representations made to the public. In addition, the 
staff will continue to follow up on specific problems 
in sales literature use which are discovered during the 
review of filings and the inspection program or which 
are brought to the staff’s attention by NASD referrals, 
investor complaints and the industry. When a matter 
does arise which is of particular regulatory signifi- 
cance the staff intends to issue an interpretive release 
to advise the industry of staff views and concerns. 


Proposed Interpretive Rule 


In an effort to provide some guidance to persons who 
wish to determine whether sales literature is 
misleading, the Commission is proposing for public 
comment an interpretive rule concerning investment 
company sales literature.” In light of the history of 
regulation of this subject matter, it seems appropriate 
to try to give some indication of what the problem 





3This policy reaffirms the Commission’s position as 
announced in Securities Act Release No. 5661 
(December 30, 1975) and reverses the policy 
announced in Securities Act Release No. 5862 
(September 1, 1977) [42 FR 47563 (September 9, 
1977)] inviting requests for staff interpretive views 
relating to certain presentations of investment 
company performance. 


4an interpretive rule is an “expression of the agency’s 


view of what another rule, regulation or statute 
means.” Pacific Gas & Elec. Co. v. Federal Power 
Commission, 506 F.2d 33, 37 n.14 (C.A.D.C., 1974). 
Such rules “constitute a body of experience and 
informed judgment to which the courts and litigants 
may properly resort for guidance.” Skidmore v. Swift 
& Co., 323 U.S. 134, 140 (1944). The Administrative 
Procedure Act [5 U.S.C. 500-576] does not require 
public comment on an interpretive rule, but the 
Commission deems it advisable to have the views of 
interested persons on this matter. 
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areas are based on the Commission’s experience. It 
must be emphasized, however, that the proposed rule 
is not a legislative rule, that is, one which is 
“designed to implement...or prescribe law or 
policy.”© Although subsection (a) of the rule does 
include a general prohibition against the use of 
misleading sales literature, that prohibition merely 
reiterates pertinent statutory provisions and does not 
supplement or alter any existing applicable legal 
standards. Subsection (b) of the proposed interpretive 
rule addresses particular problem areas but is 
deliberately couched in general language so that it 
cannot be construed as prohibiting or permitting any 
particular representations or presentations. The rule 
merely highlights general areas which our experience 
suggests may be the most vulnerable to misleading 
statements. If the proposed rule is adopted, these 
general warnings may be supplemented from time to 
time with staff interpretive releases. Subsection (c) of 
the proposed rule defines sales literature for purposes 
of the rule. The definition is similar to that contained 
in the Statement in most respects, but there are two 
changes which warrant comment. The exception for 
material transmitted to dealers but not delivered to 
investors has been narrowed so that if the 
substance of the material transmitted is likely to be 
communicated to investors, the exception would not 
apply. In addition, the exclusion for reports of issuers 
not containing an express offer of sale appears 
unnecessary and has been deleted. 


TEXT OF PROPOSED RULE 


It is proposed to amend Part 230 of Chapter II of Title 
17 of the Code of Federal Regulations by adding Rule 
156 as follows: 


§230.156 Investment company sales literature. 





SAdministrative Procedure Act, § 551(4) [5 U.S.C. 
551(4)]. A legislative rule has been defined as the 
“product of an exercise of legislative power by an 
administrative agency, pursuant to a grant of legis- 
lative power by the legislative body.’ (Davis, 
Administrative Law Treatise, § 5.03, p. 299 (1958)). As 
to the difference between legislative and interpretive 
rules, see Joseph v. U.S. Civil Service Commission, 
554 F.2d 1140, 1143 (C.A.D.C., 1977): 


The relevant distinction between legislative 
and interpretive or any other non-legislative 
rules is not the nature of the questions 
they address but the authority and intent 
with which they are issued and the 
resulting effect on the power of a court to 
depart from the decision embodied in the 
rule. 
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(a) It shall be unlawful for any person, directly or 
indirectly, by the use of any means or instrumentality 
of interstate commerce or of the mails, to use sales 
literature which is materially misleading in connection 
with the offer or sales of securities issued by an 
investment company. Sales literature is materially 
misleading if it (1) contains an untrue statement of a 
material fact or (2) omits to state a material fact 
necessary in order to make a statement made, in the 
light of the circumstances of its use, not misleading. 


(b) Whether or not a particular description, 
representation, illustration, or other statement 
involving a material fact is misleading depends on 
evaluation of the context in which it is made. In 
considering whether a particular statement involving a 
material fact is or might be misleading, weight should 
be given to all pertinent factors, including, but not 
limited to, those listed below: 


(1) A statement could be misleading because of: 


(i) other statements being made in 
connection with the offer of sale or sale of 
the securities in question; 


(ii) the absence of explanations, qualifi- 
cations, limitations or other statements 
necessary or appropriate to make such 
statement not misleading; and 


(iii) general economic of financial condi- 
tions or circumstances. 


(2) Representations about past or future investment 
performance could be misleading because of 
statements or omissions made involving a material 
fact, including situations where: 


(i) portrayais of past income, gain, or 
growth of assets which tend to convey an 
impression of the net investment results 
achieved by an actual or hypothetical 
investment would not be justified under the 
circumstances; and 


(ii) representations, whether express or 
implied, about future investment perform- 
ance, including: (A) representations as to 
security of capital, possible future gains or 
income, or .expenses associated with an 
investment; (B) representations implying 
that future gain or income may be inferred 
from or predicted based on past investment 
performance; or (C) portrayals of past 
performance, are made in a manner which 
would imply that gains or income realized 
in the past would be repeated in the future. 





(3) A statement involving a material fact about the 
characteristics or attributes of an investment company 
could be misleading because of: 


(i) statements about possible benefits 
connected with or resulting from services 
to be provided or methods of operation 
which do not give equal prominence to 
discussion of any risks or limitations 
associated therewith; 


(ii) exaggerated or unsubstantiated claims 
about management skill or techniques, 
characteristics of the investment company 
or an investment in securities issued by 
such company, services, security of 
investment or funds, effects of government 
supervision, or other attributes; and 


(iii) unwarranted or incompletely explained 
comparisions to other investment vehicles 
or to indexes. 


(c) For purposes of this section, the term “sales 
literature” shall be deemed to include any 
communication (whether in writing, by radio, or by 
television) used by any person to offer to sell or 
induce the sale of shares of any investment company. 
Communications between issuers, underwriters and 
dealers are included in this definition of sales 
literature if such communications, or the information 
contained therein, can be reasonably expected to be 
communicated to prospective investors or are 
designed to be employed in either written or oral form 
in the sales of securities. 


AUTHORITY: The Commission proposes Rule 156 
for comment pursuant to the provisions of Section 
38(a) of the Investment Company Act of 1940 [15 
U.S.C. 77s(a)], Section 19(a) of the Securities Act of 
1933 [15 U.S.C. 77s(a)], and Sections 10(b) and 23(a) 
of the Securities Exchange Act of 1934 [15 U.S.C. 
78j(b) and 78w(a)]. 


By the Comission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 15597/March 5, 1979 


File No. SR-BSE-78-8 


NOTICE OF WITHDRAWAL OF PROPOSED RULE 
CHANGE BY BOSTON STOCK EXCHANGE, INC. 


The Boston Stock Exchange, Inc. (“BSE”), by letter 
dated February 16, 1979, withdrew a proposed rule 
change (File No. SR-BSE-78-8) which had been sub- 
mitted on July 10, 1978, pursuant to Section 19(b) of 
the Securities Exchange Act of 1934 (the “Act”) and 
Rule 19b-4 thereunder. The proposal would have pro- 
vided procedures for the arbitration of claims by BSE 
members against other members as well as claims by 
public customers against BSE members. The BSE’s 
decision to withdraw the proposal was predicated 
upon the need for it to propose certain amendments 
to its Constitution in order to implement the proposal. 
Additionally, the BSE wished to reconsider the 
proposal after it receives from the Securities Industry 
Conterence on Arbitration the final version of the 
Uniform Code of Arbitration regarding claims by 
public customers against members involving amounts 
in excess of $2,500. The BSE intends in the near 
future to submit a comprehensive set of rules dealing 
with the different procedures for the arbitration of 
claims by: 1) members against other members; 2) 
public customers against members involving $2,500 or 
less; and 3) public customers against members 
involving more than $2,500. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15598/March 6, 1979 


Orders have been issued granting the applications 
requesting withdrawal of the common stocks of the 
following companies from listing and registration on 
the American Stock Exchange, Inc.: COMMUNITY 
PSYCHIATRIC CENTERS (Par Value $1.00); FILM- 
WAYS, INC. (Par Value $.25); HARTFIELD-ZODYS, 
INC. (Par Value $1.00); and VAN DORN COMPANY 
(No Par Value). 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 15599/March 6, 1979 


In the Matter of 
PEACHTREE DOORS, INC. 
Admin. Proc. File No. 3-5619 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT. 


An order has been issued granting the application of 
Peachtree Doors, Inc. for an exemption, pursuant to 
Section 12(h) of the Securities Exchange Act of 1934, 
from the reporting requirements of Section 15(d) of 
that Act. It appears to the Commission that the 
exemption is consistent with the public interest and 
the protection of investors, in view of the fact that the 
company no longer has any public shareholders. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15600/March 6, 1979 


In the Matter of 
AMERICAN TELECOMMUNICATIONS CORPORATION 
Admin. Proc. File No. 3-5618 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has issued 
an order granting the application of American Tele- 
communications Corporation (“Applicant”), pursuant 
to Section 12(h) of the Securities Exchange Act of 
1934, for an exemption from the reporting require- 
ments of Sections 13 and 15(d) of that Act. 


On January 20, 1979, a notice was issued on the filing 
of said application giving interested persons an 
opportunity to request a hearing and stating that an 
order disposing of the application might be issued 
upon the basis of the information stated therein 
unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not 
ordered a hearing. 


The matter having been considered, it is found that 
the requested exemption is appropriate, in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the 1934 Act. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 15601/March 6, 1979 


In the Matter of 
GLOBE-UNION, INC. 

Admin. Proc. File No. 3-5615 
File No. 81-419 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has issued 
an order granting the application of Globe-Union, Inc., 
a Delaware corporation, for an exemption from the 
reporting requirements of Sections 13 and 15(d) of the 
Securities Exchange Act of 1934. 


On January 17, 1979, a notice was issued on the filing 
of said application giving interested persons an 
Opportunity to request a hearing and stating that an 
order disposing of the application might be issued 
upon the basis of the information stated therein 
unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not 
ordered a hearing. 


The matter having been considered, it is found that 
the requested exemption is appropriate, in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the 1934 Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15602/March 6, 1979 


In the Matter of 

SYCOR, INC. 

Admin. Proc. File No. 3-5594 
File No. 81-365 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT. 


The Securities and Exchange Commission has issued 
an order granting the application of Sycor, Inc. (the 





“Applicant”) pursuant to Section 12(h) of the 
Securities Exchange Act of 1934 for an exemption 
from the reporting requirements of Sections 13 and 
15(d) of the Act. 


On January 17, 1979, a notice was issued on the filing 
of said application giving interested persons an 
opportunity to request a hearing and stating that an 
order disposing of the application might be issued 
upon the basis of the information stated therein 
unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not 
ordered a hearing. 


The matter having been considered, it is found that 
the requested exemption is appropriate, in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the 1934 Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15603/March 6, 1979 


In the Matter of 
CAPITOL HILL ASSOCIATES, INC. 
Admin. Proc. File No. 3-5602 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has issued 
an order, exempting Capitol Hill Associates, Inc. (the 
“Applicant”) from the periodic reporting requirements 
under Section 15(d) of the Securities Exchange Act of 
1934. The Applicant sold all of its assets to the 
Republican National Committee pursuant to a Plan of 
Complete Liquidation and Dissolution. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15604/March 6, 1979 


In the Matter of 
COMPAC CORPORATION 


Admin. Proc. File No. 3-5626 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has issued 
an order granting the application of Compac Corpora- 
tion, for an exemption from the reporting 
requirements of Sections 13 and 15(d) of the 
Securities Exchange Act of 1934. It appears to the 
Commission that the requested exemption is not 
inconsistent with the public interest or the protection 
of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15605/March 6, 1979 


In the Matter of 
CCI LIFE SYSTEMS, INC. 
Admin. Proc. File No. 3-5596 


ORDER. GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission issued an 
order granting the application of CCI Life Systems, 
Inc. pursuant to Section 12(h) of the Securities 
Exchange Act of 1934 for an exemption from the 
reporting requirements of Sections 13 and 15(d) of the 
Act. 


On January 17, 1979, a notice was issued on the filing 
of said application giving interested persons an 
opportunity to request a hearing and stating that an 
order disposing of the application might be issued 
upon the basis of the information stated therein 
unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not 
ordered a hearing. 


The matter having been considered, it is found that 
the requested exemption is appropriate, in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the 1934 Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15606/March 6, 1979 


In the Matter of 
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CAPITOL INDUSTRIES-EMI, INC. 
Admin. Proc. File No. 3-5610 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has issued 
an order granting the application of Capitol Industries- 
EMI, Inc. (the “Applicant”) pursuant to Section 12(h) 
of the Securities Exchange Act of 1934 for an 
exemption from the reporting requirements of 
Sections 13 and 15(d) of the Act. 


On January 20, 1979, a notice was issued on the filing 
of said application giving interested persons an 
opportunity to request a hearing and stating that an 
order disposing of the application might be issued 
upon the basis of the information stated therein 
unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not 
ordered a hearing. 


The matter having been considered, it is found that 
the requested exemption is appropriate, in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the 1934 Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15607/March 6, 1979 


In the Matter of 
DIAMOND COAL COMPANY, INC. 
Admin. Proc. File No. 3-5631 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THAT ACT 


The Securities and Exchange Commission has issued 
an order granting the application of Diamond Coal 
Company, Inc. (the “Applicant”) pursuant to Section 
12(h) of the Securities Exchange Act of 1934, as 
amended (the “1934 Act”), for an exemption from the 
reporting requirements of Section 15(d) of the 1934 
Act. 


Since the Applicant has become the wholly-owned 
subsidiary of Transcontinental Oil Corporation as a 
result of a merger, it appears to the Commission that 
granting the requested exemption would not be 
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inconsistent with the public interest or the protection 
of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15608/March 6, 1979 


In the Matter of 


M.A.G. LIQUIDATING CORPORATION (formerly 
Houston First Financial Group, Inc.) 


Admin. Proc. File No. 3-5614 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) GF THE 1934 ACT 


The Securities and Exchange Commission has issued 
an order granting the application of M.A.G. 
Liquidating Corporation (the “Applicant”) pursuant to 
Section 12(h) of the Securities Exchange Act of 1934 
for an exemption from the reporting requirements of 
Section 13 and 15(d) of the Act. 


On January 17, 1979, a notice was issued on the filing 
of said application giving interested persons an 
opportunity to request a hearing and stating that an 
order disposing of the application might be issued 
upon the basis of the information stated therein 
unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not 
ordered a hearing. 


The matter having been considered, it is found that 
the requested exemption is appropriate, in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the 1934 Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15609/March 6, 1979 


In the Matter of 


SOUTH SHORE PUBLISHING CO., INC. 


Admin. Proc. File No. 3-5541 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 





The Securities and Exchange Commission has issued 
an order granting the application of South Shore 
Publishing Co., Inc. (‘Applicant’), pursuant to 
Section 12(h) of the Securities Exchange Act of 1934, 
for an exemption from the reporting requirements of 
Sections 13 and 15(d) of that Act. 


On January 4, 1979, a notice was issued on the filing 
of said application giving interested persons an 
opportunity to request a hearing and stating that an 
order disposing of the application might be issued 
upon the basis of the information stated therein 
unless a hearing should be ordered. No request for 
a hearing has been filed and the Commission has not 
ordered a hearing. 


The matter having been considered, it is found that 
ine requested exemption is appropriate, in the public 
interest and consistent with the protection of 
investors and the purposes fairiy intended by the 
policy and provisions of the 1934 Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15610/March 6, 1979 


Administrative Proceeding File No. 3-5621 
In the Matter of 


DYMO INDUSTRIES, INC. 


APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued 
a notice giving interested persons until March 5, 1979, 
to request a hearing on an application by Dymo 
Industries, Inc. (the “Applicant”) pursuant to Section 
12(h) of the Securities Exchange Act of 1934, as 
amended (the “1934 Act”), for an order exempting the 
Applicant from the provisions of Sections 13 and 15(d) 
of the 1934 Act. 


As the result of a merger on November 15, 1978, the 
Applicant is a wholly owned subsidiary of Esselte, AB 
and no longer has any securities in the hands of the 
public. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15611/March 6, 1979 


Administrative Proceeding File No. 3-5606 
In the Matter of 
ENTENMANN’S INC. 


NOTICE OF APPLICATION PURSUANT TO SECTION 
12(h) OF THE SECURITIES EXCHANGE ACT OF 1934 
AND OPPORTUNITY FOR HEARING 


The Securities and Exchange Commission has issued 
a notice giving interested persons until March 5, 1979, 
to request a hearing on an application by Entenmann’s 
Inc. (“Applicant”) for an order exempting Applicant 
from filing periodic reports pursuant to Section 15(d) 
of the Securities Exchange Act of 1934. As of October 
27, 1978, following the expiration of a tender offer, a 
wholly owned subsidiary of Warner-Lambert Company 
owned more than 99% of Appiicant’s common stock 
and Applicant will be merged into that subsidiary on 
January 26, 1979. The remaining public shareholders 
of Applicant will receive cash for their shares. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15612/March 6, 1979 


Administrative Proceeding File No. 3-5630 

In the Matter of 

ERIE CORPORATION 

APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued 
a notice giving interested persons until March 5, 1979, 
to request a hearing on an application of Erie 
Corporation, (the “Applicant”) pursuant to Section 
12(h) of the Securities Exchange Act of 1934 for an 
order exempting the Applicant from the reporting 
requirements of Sections 13, 12(g) and 15(d) of the 
1934 Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15613/March 6, 1979 


Administrative Proceeding File No. 3- 
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In the Matter of 
BASIC FOOD INDUSTRIES, INC. 
File No. 81-446 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THAT ACT 


The Securities and Exchange Commission has issued 
an order granting the application of Basic Food 
Industries, Inc. (the “Applicant”) pursuant to Section 
12(h) of the Securities Exchange Act of 1934, as 
amended (the “1934 Act”), for an exemption from the 
reporting requirements of Sections 13 and 15(d) of the 
1934 Act. 


Since the Applicant has become wholly-owned 
subsidiary of Eastern Shores Food Corporation of 
Delaware, Inc. as a result of a merger, it appeared to 
the Commission that granting the requested 
exemption would not be inconsistent with the public 
interest or the protection of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15614/March 6, 1979 


Administrative Proceeding File No. 3-5603 

In the Matter of 

LMF CORPORATION 

APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued 
a notice giving interested persons until March 5, 1979 
to request a hearing on an application by LMF 
Corporation (the “Applicant”) pursuant to Section 
12(h) of the Securities Exchange Act of 1934, as 
amended (the “1934 Act”), for an order exempting the 
Applicant from the provisions of Sections 13 and 15(d) 
of the 1934 Act. 


As the result of a merger on November 15, 1978, the 
Applicant is a wholly owned subsidiary of Diamond 
International Corporation and no longer has any 
securities in the hands of the public. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 15615/March 6, 1979 


Administrative Proceeding File No. 3-5635 

In the Matter of 

HUNT BUILDING CORPORATION 
APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued 
a notice giving interested persons until Mar. 5, 1979 to 
request a hearing on an application of Hunt Building 
Corporation, (the “Applicant”) pursuant to Section 
12(h) of the Securities Exchange Act of 1934 for an 
order exempting the Applicant from the reporting 
requirements of Sections 13 and 15(d) of the 1934 Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15616/March 6, 1979 


Administrative Proceeding File No. 3-5589 
In the Matter of 
WORCESTER CONTROLS CORPORATION 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has issued 
an order granting the application of Worcester 
Controls Corporation (the “Applicant”) pursuant to 
Section 12(h) of the Securities Exchange Act of 1934 
for an exemption from the reporting requirements of 
Section 13 and 15(d) of the Act. 


On January 4, 1979, a notice was issued on the filing 
of said application giving interested persons an 
opportunity to request a hearing and stating that an 
order disposing of the application might be issued 
upon the basis of the information stated therein 
unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not 
ordered a hearing. 


The matter having been considered, it is found that 
the requested exemption is appropriate, in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the 1934 Act. 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 15617/March 6, 1979 


Administrative Proceeding File No. 3-5615 
In the Matter of 


ISL LIQUIDATING CORPORATION 
Formerly Leonard Silver International, Inc. 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) of the 1934 Act 


The Securities and Exchange Commission has issued 
an order granting the application of ISL Liquidating 
Corporation, (“Applicant”) pursuant to Section 12(h) 
of the Securities Exchange Act of 1934 for an 
exemption from the reporting requirements of Section 
15(d) of that Act. 


It appeared to the Commission that the granting of the 
requested exemption would not be inconsistent with 
the public interest or the protection of investors inas- 
much as Applicant’s stock is no longer publicly 
traded. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15618/March 6, 1979 


In the Matter of 


CHICAGO BOARD OPTIONS EXCHANGE, INCOR- 
PORATED 

LaSalle at Jackson 

Chicago, Illinois 


(SR-CBOE-78-36) 
ORDER APPROVING PROPOSED RULE CHANGE 


On January 5, 1979, the Chicago Board Options 
Exchange, Incorporated (the “CBOE”) filed with the 
Commission, pursuant to Section 19(b)(1) of the 
Securities Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) 
(the “Act”) and Rule 19b-4 thereunder, copies of a 
proposed rule change which would delete Sections 7.3 
and 7.4 of the CBOE Constitution which relate to the 
composition of the CBOE Appeals Committee, and 
would substitute a new Rule 2.11. 


The Appeals Committee reviews CBOE actions on 
applications of persons aggrieved thereby, but does 
not review disciplinary actions or actions of the CBOE 


Arbitration Committee. Presently, the Appeals 
Committee is composed of ten individuals, nine of 
whom must be CBOE members or executive officers 
of member organizations, and one of whom must be a 
member of the CBOE Board of Directors appointed by 
its chairman. The nine CBOE members on the Appeals 
Committee are elected by vote of the CBOE member- 
ship, with the requirement that at least three must be 
engaged primarily in business on the CBOE floor and 
at least three must be engaged primarily in off-floor 
activity. Under proposed Rule 2.11, the Appeals 
Committee would continue to be cornposed of nine 
CBOE members and one individual from the Board of 
Directors. All of these persons, however, would be 
appointed by the Chairman of the Board of Directors 
and there would be no requirement as to composition 
of the Committee with respect to its members’ 
primary business activities. This change in selection 
procedures was deemed necessary by the CBOE in 
view of the difficulty its Nominating Committee had 
been experiencing in finding suitable candidates 
willing to stand for election to the Appeals 
Committee. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-15505, 
January 18, 1979) and by publication in the Federal 
Register (44 FR 6237, January 31, 1979). The 
Commission received no comments with respect to 
the proposed rule change. 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to a 
national securities exchange, and in particular, the 
requirements of Section 6 and the rules and regula- 
tions thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned pro- 
posed rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15619/March 7, 1979 


NOTICE OF EFFECTIVENESS OF A PROPOSED RULE 
CHANGE BY MIDWEST SECURITIES TRUST COM- 
PANY 
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(File No. SR-MSTC-79-1) 


Midwest Securities Trust Company submitted on 
February 22, 1979, a proposed rule change amending 
its fee schedule. 


The foregoing rule change has become effective pur- 
suant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereunder. At 
any time within sixty days of the filing of such pro- 
posed rule change, the Commission may summarily 
abrogate the rule change if its appears to the Com- 
mission that such action is necessary or appropriate 
in the public interest, for the protection of investors, 
or otherwise in furtherance of the purposes of the 
Securities Exchange Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of March 12, 
1979. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-MSTC-79-1. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be available 
for public inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copie of the filing will also 
be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15620/March 7, 1979 


In the Matter of 

APPLICATION FOR STAY OF ORDER APPROVING 
RULE CHANGE OF THE CHICAGO BOARD OPTIONS 
EXCHANGE, INCORPORATED BY BOARD BROKERS 
ASSOCIATION 
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File No. SR-CBOE-78-23 
ORDER DENYING STAY 


On February 9, 1979, the Board Brokers Association 
(the “BBA”), which is composed of certain board 
broker members of the Chicago Board Options 
Exchange, Incorporated (the “CBOE”), applied to the 
Commission for a stay pending judicial review of the 
Commission’s order of January 11, 1979,! which 
approved, pursuant to Section 19(b)(2) of the 
Securities Exchange Act of 1934 (the “Act”), a 
proposed rule change (SR-CBOE-78-23). The rule 
change authorizes the CBOE to replace its board 
broker system with an exchange-maintained limit 
order system, using exchange employees who would 
be known as order book officials (“OBOs”).2 The 
CBOE has — that the Commission deny the 
requested stay. 


The Commission, in exercising its discretion under 
Section 25(c)(2) of the Act to grant or deny a stay of a 
rule or order where it finds that “justice so requires,” 
in the past has applied the same factors used by the 
federal courts in determining whether to stay an 
agency action.* The courts have considered: (1) the 
likelihood that the petitioner will prevail on the merits 
of the appeal, (2) whether there would be irreparable 
injury to the petitioner absent a stay, (3) whether there 
would be substantial harm to other interested persons 
if a stay were granted, and (4) whether there would be 





Securities Exchange Act Release No. 15490, 16 SEC 
Docket 700 (January 19, 1979), published in 44 FR 
4260 (January 19, 1979) [hereinafter the “January 
Order’”]. 


2For a full discussion of the CBOE proposal, see the 
Commission’s January Order and File No. SR-CBOE- 
78-23. 


SLetter from Scott Lager, Senior Vice President and 
General Counsel to the CBOE, to George A. 
Fitzsimmons (February 23, 1979). By letter dated 
February 28, 1979, the BBA responded to certain of 
the objections which the CBOE raised to the granting 
of a stay. 


4See, e.g., “Order Granting a Temporary Stay of 
Action by the Options Price Reporting Authority to 
Limit Access to Services,” Securities Exchange Act 
Release No. 14606 (March 24, 1978), 14 SEC Docket 
599 (April 11, 1978) at 603. 





harm to the public interest if a stay were granted. 


The BBA’s application for a stay makes no particular 
showing that the BBA is likely to prevaii on the merits 
of its appeal, other than to reiterate arguments which 
the Commission fully considered in approving the 
CBOE’s rule change as consistent with the 
requirements of the Act. Since the BBA offers no new 
reasons or arguments to support its position, the 
Commission finds no basis to conclude that the BBA 
has shown a likelihood of prevailing on the merits. 


The BBA claims that implementation of the Commis- 
sion’s order would impose “irreparable injury” on the 
board brokers. The Commission notes, however, that 
while some board broker members of the BBA might 
lose their present board broker positions as the CBOE 
begins the phased implementation of the OBO 
system, they would not lose their memberships on the 
CBOE and would be able to serve on the Exchange in 
other capacities, including those of floor broker and 
market maker. Further, the CBOE has informed the 
Commission that in implementing the OBO system it 
proposes (1) to give a minimum notice period of 30 
days to each board broker before he is replaced and 
(2) to provide expedited treatment to allow a board 
broker, within one day’s notice to the CBOE, to 
engage in any other member function in which he is 
eligible to serve. Thus, there appears to be no need 
for a stay to facilitate an orderly transition of those 
members from board brokers to floor brokers or 
market makers. 


The BBA also argues that the granting of a stay would 
not interfere with or impose any burden on the CBOE. 
The Commission believes, however, that the delay in 





SWashington Metropolitan Area Transit Commission 
v. Holiday Tours, Inc., 559 F.2d 841, 842-43 (C.A. 
D.C., 1977); Taylor Diving & Salvage Co. v. United 
States Department of Labor, 537 F.2d 819, note 8 at 
821 (C.A. 5, 1976); Associated Securities Corp. v. 
Securities and Exchange Commission, 283 F.2d 773, 
774-75 (C.A. 10, 1960); Eastern Air Lines v. Civil 
Aeronautics Board, 281 F.2d 830 (C.A. 2, 1958); 
Virginia Petroleum Jobbers Association v. Federal 
Power Commission, 259 F.2d 921, 925 (C.A. D.C., 
1958). 


6The Commission notes that, as it observed in the 
January Order, the use of OBO systems on securities 
exchanges is not a matter of first impression. The 
Commission has on previous occasions considered 
and expressly approved the use of OBO systems on 
two other options exchanges where such systems are 
now in operation. See the January Order, 16 SEC 
Docket, note 32 at 704. 


implementation of the CBOE’s proposal would harm 
both the CBOE and its general membership. First, a 
stay would needlessly interfere with the CBOE’s 
attempts to restructure its market in a way which the 
Commission has found would further the purposes of 
the Act. Second, the OBO proposal was adopted by 
the CBOE for the purpose of improving its ability to 
compete with rival or potentially rival exchanges. A 
stay in this instance would frustrate the CBOE’s 
attempts to facilitate the economically efficient 
execution of securities transactions on its floor and 
thereby severely disadvantage the CBOE in its 
attempts to compete with other exchanges by offering 
its members and investors better services. 


Since public investors will likely benefit from the 
improvements in the CBOE’s market resulting from 
the OBO amendments, any delay in the implementa- 
tion of the amendments which would result from a 
stay would, in a manner similar to that described 
above, also have an adverse impact on public 
investors. 


The Commission finds that the BBA has not shown 
that its members will suffer irreparable injury if a stay 
is not granted.’ It also appears that the CBOE, the 
overwhelming majority of its membership, and the 
public interest will be substantiaily harmed if a stay is 
granted. Accordingly, the Commission does not 
believe that in this instance justice requires a stay of 
its January Order. 


IT IS THEREFORE ORDERED, pursuant to Section 
25(c)(2) of the Act, that the application of the BBA, 
filed on February 7, 1979, for a stay of the Commis- 
sion’s order of January 11, 1979, approving the rule 
change of the Chicago Board Options Exchange, 
Incorporated, be, and hereby is, denied. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








Tin Virginia Petroleum Jobbers Association v. Federal 
Power Commission, 259 F. 2d 921 (C.A. 10, 1958), the 
court said at page 925: 


“The key word in this consideration is 
irreparable. Mere injuries, however sub- 
stantial, in terms of money, time and 
energy expended in the absence of a stay 
are not enough.” (emphasis in original) 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 15621/March 8, 1979 


SEE 


SECURITIES ACT OF 1933 
Release No. 6034/March 8, 1979 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20939/March 2, 1979 


In the Matter of 
CENTRAL AND SOUTH WEST CORPORATION 


CENTRAL AND SOUTH WEST SERVICES, INC. 
2700 One Main Place 
Dallas, Texas 75250 


CENTRAL POWER AND LIGHT COMPANY 
P.O. Box 2121 
Corpus Christi, Texas 78403 


SOUTHWESTERN ELECTRIC POWER COMPANY 
P.O. Box 21106 , 
Shreveport, Louisiana 71156 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
P.O. Box 201 
Tulsa, Oklahoma 74102 


WEST TEXAS UTILITIES COMPANY 
P.O. Box 841 
Abilene, Texas 79604 


(70-6163) 


NOTICE OF PROPOSED REVISIONS TO SYSTEM 
MONEY POOL ARRANGEMENT 


NOTICE IS HEREBY GIVEN that Central and South 
West Corporation (“CSW”), a registered holding 
company, and five of its subsidiary companies, 
Central Power and Light Company (“CPL”), South- 
western Electric Power Company (“SWEPCO”), West 
Texas Utilities Company (“WTU”), Public Service 
Company of Oklahoma (‘‘PSO”) and Central and 
South West Services, Inc. (“CSWS”) (collectively the 
“subsidiaries”) have filed with this Commission a 
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post-effective amendment to their application- 
declaration previously filed and amended in this 
matter pursuant to Sections 6, 7, 9(a), 10, 12(b) and 
12(f) of the Public Utility Holding Company Act of 
1935 (“Act”) and Rules 43, 45 and 50 promulgated 
thereunder concerning the following proposed trans- 
actions. All interested persons are referred to the 
amended application-declaration, which is summar- 
ized below, for a complete statement of the proposed 
transactions. 


By orders dated June 30, 1978, and October 27, 1978 
(HCAR Nos. 20608 and 20749), applicants-declarants 
were authorized to incur short-term borrowings 
through December 31, 1979, in an aggregate collective 
amount of $200,000,000 and in the following 
individual amounts: CSW, $200,000,000; CPL, 
$71,000,000; PSO, $74,000,000; SWEPCO, $50,000,- 
000; WTU, $20,000,000; and CSWS, $2,000,000. The 
short-term borrowings are pursuant to a CSW System 
money pool (“money pool”) under which applicants- 
declarants coordinate their short-term borrowings and 
make borrowings outside the money pool from banks 
and through the issuance of commercial paper. The 
money pool consists of funds from the following 
sources: (i) surplus funds of CSW; (ii) surplus funds 
of any of the subsidiaries; (iii) borrowings by CSW or 
the subsidiaries from banks; and (iv) proceeds from 
CSW’s sales of commercial paper. 


CSW administers the money pool by matching up, to 
the extent possible, short-term cash surpluses and 


loan requirements of itself and its subsidiaries. 
Subsidiary requests for short-term loans are met first 
from surplus funds of the other subsidiaries which are 
available to the money pool and then from CSW’s 
corporate funds, to the extent available. When these 
sources of funds are insufficient to meet short-term 
loan requests, borrowings are made from outside the 
system. CSW is authorized to issue and sell its 
commercial paper to commercial paper dealers at a 
discount rate not in excess of the discount rate per 
annum prevailing at the time of issuance for 
commercial paper of comparable quality and maturity 
sold by issuers to commercial paper dealers, and at 
an interest cost not exceeding the effective cost of 
money for unsecured prime-rate commercial bank 
loans prevailing on the date of the issue of such 
commercial paper. 


CSW and its subsidiaries are also authorized, in the 
event that such borrowings would produce a lower 
effective cost of money than the issuance by CSW of 
its commercial paper, to borrow from banks to meet 
short-term borrowings needs which could not be met 
by the money pool. Such bank borrowings are also 
authorized even when the cost of such borrowings is 
not less than the cost of equivalent borrowings 
through the money pool if and only to the extent that 





such bank requires that the borrowings be made as a 
condition of maintaining the subsidiary’s line of credit 
with the bank, subject to an aggregate limit at any one 
time outstanding of $10,000,000 for all such bank 
borrowings and of $5,000,000 for any one subsidiary. 


The interest rate applicable to all loans of surplus 
funds through the money pool is the rate published in 
the Wall Street Journal for commercial paper placed 
directly by a major finance company and having a 
term most nearly equal to the term of the particular 
money pool loan in question. The interest rate 
applicable to the funds borrowed by CSW from 
external sources and loaned through the money pool 


is equal to CSW’s net cost for the external 
borrowings. 


By post-effective amendment applicants-declarants 
seek (1) to change the manner of allocating certain 
costs incurred in connection with the CSW 
borrowings from the method authorized in HCAR No. 
20749; (2) to add certain bank borrowing arrangements 
to those previously authorized; and (3) to increase 
WTU’s short-term debt limitation from $20,000,000 to 
$25,000,000. 


Concerning the allocation costs, the present authori- 
zation provides that the cost of compensating 
balances and fees paid to banks to maintain credit 


Bank 


Bankers Trust Company 

The First National Bank 
of Chicago 

First National Bank in 
Dallas 

Republic National Bank 

Irving Trust Company 

Marine Midland Bank 

Merchantile National 
Bank at Dallas 

Bank of Delaware 

Harris Trust & Savings 
Bank 

First City National Bank 

Service Area Banks 


CPL 

(24 Local Banks) 
PSO 

(2 Local Banks) 
SWEPCO 

(37 Local Banks) 
WTU 

(6 Local Banks) 


Amount of Line 
$25,000,000 


15,000,000 


$29,354,000 


20,615,000 


lines are initially allocated to the subsidiaries on the 
basis of 10% to WTU and 30% each to CPL, PSO and 
SWEPCO, and such costs are retroactively reallocated 
at the end of each calendar year among the subsidi- 
aries (and CSW, should CSW borrow for its corporate 
needs) pro rata on the basis of the relative weighted 
average principal amounts of borrowings incurred 
from external sources during the year for the benefit 
of each such company. Applicants-deciarants request 
authorization to reallocate these costs on the basis of 
the relative maximum outstanding short-term 
borrowings of each company (including CSW when it 
borrows for its own corporate needs). Under this 
proposal each company will be reallocated that pro- 
portion of the total line of credit costs which is equal 
to the percentage which its maximum short-term 
borrowings during the year represents of the aggre- 
gate of the maximum short-term borrowings, on a 
noncoincidental basis, of all the companies. 


Concerning the addition of certain banks to these 
previously authorized, applicants-declarants seek 
permission to make bank borrowings pursuant to the 
revised arrangements set forth below. Borrowings 
would be at the prime rate in all cases except for 
loans from First National Bank in Dallas, Republic 
National Bank and Irving Trust Company, in all three 
cases the rate being 107% of prime, and except for 
loans from the trust departments of Texas Commerce 


Compensation Basis (a) 
Balances 
Balances 
6,500,000 
5,000,000 


5,000,000 
5,000,000 


(b) Balances and Fees 

(c) Balances and Fees 

(c) Balances and Fees 
Balances 


5,000,000 
4,500,000 


Balances 
Balances 


2,000,000 
2,000,000 


Balances 
Balances 


Balances 
9,500,000 Balances 
Balances 


8,515,000 Balances 


TOTAL $142,984,000 


SEC DOCKET/1281 





Banks, Merchantile Bank at Dallas and Republic 
National Bank, the details of which loans are set forth 
later herein. Applicants-declarants’ bank lines as of 
January 15, 1979, were as shown in preceding table. 


(a) Balances maintained in support of lines of credit 
are generally nonsegregated working funds of the 
applicants and are not restricted as to withdrawal. 
These nonsegregated balances generally aggregate 
approximately 10% of the line of credit. Substantial 
usage under these lines of credit could result in 
increased compensating balance requirements. Where 
a fee basis is maintained, a designated portion of the 
total line of credit is supported by a fee equal on an 
annual basis to the principal amount of that portion x 
7% x the prime rate. The balance of the line of credit 
in these situations is maintained on the compensating 
balances basis described above. 


(b) $4.0 million is supported by compensating 
balances and $2.5 million by fees. 


(c) $2.5 million is supported by compensating 
balances and $2.5 million by fees. 


In addition to the above, borrowings of up to 
$10,000,000, $5,000,000 and $5,000,000 would be from 
funds managed by the trust departments of Texas 
Commerce Bank, Merchantile Bank at Dallas and 
Republic National Bank, respectively. The Texas 
Commerce trust fund borrowings would be evidenced 
by notes payable on demand or a stated maturity date 
not exceeding six months from date of issuance and 
would bear interest at a rate equal to the 90-day rate 
on General Motors Acceptance Corporation’s commer- 
cial paper, or, if CSW has outstanding commercial 
paper with a 90 to 180-day maturity, at the highest 
effective rate to the ultimate purchasers of such 
paper. The Merchantile Bank at Dallas and Republic 
National Bank trust fund borrowings would be 
evidenced by notes payable on demand and would 
bear interest at a rate equal to the highest annual 
interest rate on 30 to 179-day commercial paper 
placed by a major finance company as reported in The 
Wall Street Journal. 


Concerning the proposed increase in WTU’s 
short-term debt limitation from $20,000,000 to 
$25,000,000, it is stated that such increase is 
necessary in order to consumate a related financial 
transaction between WTU and CSW, which 
transaction is the subject of separate application 
before this Commission (File No. 70-6261) and 
involves the payment by WTU of an extraordinary 
$15,000,000 dividend on common stock to CSW, a 
contemporaneous loan by CSW to WTU of such 
amount, and WTU’s repayment of its short-term 
borrowings with a long-term debt offering later in 
1979. 
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The proceeds of short-term borrowings (other than the 
financial transactions between WTU and CSW, 
mentioned above) will be used (i) in the case of 
borrowings by CPL, PSO, SWEPCO and WTU, for the 
interim financing of their construction programs and 
to provide for other temporary working capital needs; 
(ii) in the case of borrowings by CSW, for loans or 
contributions to capital to the subsidiaries for such 
purposes; (iii) in the case of borrowings by CSWS, to 
provide working capital for its operations; and (iv) to 
repay borrowings previously incurred for such 
purposes. 


The estimated capital programs for 1979 for the 
operating companies are as follows: 


1979 


CPL 
PSO 
SWEPCO 
WTU 


None of the proceeds from such borrowings shall be 
utilized to pay the cost of facilities (“interconnection 
facilities”) which would not be needed to provide’ 
service to customers of any of the operating 
companies if such operating company were not part of 
the CSW System, nor will any expenditures be made 
by any of the operating companies for the 
construction or acquisition of any facility not so 
needed prior to the time all funds covered by this 
application-declaration have been expended. For the 
purposes of the foregoing representation, there is 
included within the meaning of the term “inter- 
connection facilities” all facilities, construction or 
acquisition of which is or would be part of any pro- 
posal for synchronous interstate operation of the CSW 
System forming the subject of the proceedings in 
Central and South West Corporation, et al. (Admin. 
Proc. File No. 3-4951) which would not also be 
required for the continuation of dissynchronous 
interstate/intrastate operation in the mode presently 
prevailing in the Central and South West System. 


CSW requests exemption from the competitive 
bidding requirements of Rule 50 under the Act in 
connection with the proposed issuance of commercial 
paper pursuant to paragraph (a)(5)(B) thereof. 


The additional fees and expenses to be incurred in 
connection with the proposed transactions are 
estimated at $200. It is stated that no state commis- 
sion and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 27, 1979, request in 





writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
application-declaration, as amended by said post- 
effective amendment, which he desires to controvert; 
or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or 
by mail upon the applicants-declarants at the above- 
stated addresses, and proof of service (by affidavit or, 
in case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, the 
application-declaration, as amended by said post- 
effective amendment or as it may be further amended, 
may be granted and permitted to become effective as 
provided in Rule 23 of the General Rules and Regula- 
tions promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other action 
as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20940/March 2, 1979 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
2 Broadway 
New York, New York 10004 


(70-5943) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
COMMON STOCK PURSUANT TO DIVIDEND REIN- 
VESTMENT AND STOCK PURCHASE PLAN 


NOTICE IS HEREBY GIVEN that American Electric 
Power Company, Inc. (“AEP”), a registered holding 
company, has filed with this Commission a post- 
effective amendment to its application-declaration 
previously filed and amended pursuant to the Public 


Utility Holding Company Act of 1935 (“Act”), desig- 
nating Sections 6(a) and 7 of the Act and Rule 50 
promulgated thereunder as applicable to the proposed 
transaction. All interested persons are referred to the 
application-declaration, as amended by said post- 
effective amendment, which is summarized below, for 
a complete statement of the proposed transaction. 


By previous orders dated February 8, 1977, and April 
19, 1978 (HCAR Nos. 19879 and 20506), AEP was 
authorized to issue and sell, from time to time 
through April 30, 1979, a total of 3,000,000 shares of 
its authorized but unissued common stock, $6.50 par 
value, pursuant to its Dividend Reinvestment and 
Stock Purchase Plan (“Plan”). AEP states that through 
February 14, 1979, a total of 2,641,035 shares had 
been so issued and sold, leaving a balance of 358,965 
shares available for issuance and sale, and that such 
balance will probably be exhausted upon payment of 
AEP’s next dividend on its common stock, in March 
1979. 


The Plan basically provides that a participant may (1) 
purchase shares of common stock from AEP quarterly 
by automatically reinvesting cash dividends on all or 
less than all (a specified number) of shares of 
common stock registered in his name, or (2) purchase 
shares of common stock from AEP as often as once a 
month by making optional cash payments up to a 
maximum of $3,000 per calendar quarter, or (3) do 
both. The price of shares purchased with reinvested 
cash dividends is 95% of the average of the daily high 
and low sales prices of AEP’s common stock for the 
five trading days ending on the day of purchase. All 
full-time employees of AEP system companies may 
enroll in the Plan to purchase shares of common 
stock with optional cash payments even though they 
are not registered holders of any shares of AEP 
common stock, and, if they wish, may arrange to 
make optional cash payments through regular payroll 
deductions. The minimum monthly deduction is $5 
and the maximum is 10% of regular salary or wages or 
$1,000, whichever is less. No brokerage commissions 
or service charges are paid by participants in 
connection with purchases in the Plan. All costs of 
administration of the Plan are paid by AEP. A 
participant may change his option under the Plan at 
any time. A participant may withdraw from the Plan at 
any time by giving written notice to the Agent. Unless 
the Agent is otherwise directed by the participant, 
upon withdrawal the participant receives a certificate 
for all whole shares credited to his account and a cash 
payment for the value of any fractional share. 


By post-effective amendment applicant-declarant 
requests authorization (1) to increase from $3,000 to 
$5,000 the maximum amount of optional cash pay- 
ments that may be invested by a participant during 
any calendar quarter, and (2) to issue and sell from 
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time to time through April 30, 1980, up to an addi- 
tional 4,000,000 shares of its authorized but unissued 
common stock pursuant to the Plan as so amended. 


It is stated that the amounts of dividends reinvested 
each quarter under the Plan have grown regularly and 
continously, and that this trend is expected to 
continue. The quarterly amounts of reinvested 
dividends in 1977 and 1978 were as follows: 


‘(In Thousands) 
1978 


Quarter 
Ended 1977 
March 
June 
September 
December 


$2,436 
2,929 
3,418 
3,984 


$4,840 
5,031 
5,198 
5,866 


Optional cash payments by participants totalled 
approximately $9,737,000 in 1977 and $13, 409,000 in 
1978. Based on its estimates of future shareholder 
participation in the Plan for the year ending April 30, 
1980, AEP feels the proposed 4,000,000 shares will be 
sufficient to meet Plan requirements and provide a 
sufficient margin to meet unexpected contingencies, 
such as an extraordinary increase in participation in 
the Plan. 


AEP requests an exemption from the competitive 
bidding requirements of Rule 50 pursuant to Rule 
50(a)(5). 


The fees and expenses to be incurred in connection 
with the proposed transaction (exclusive of the fees of 
the administrator of the Plan, estimated at $280,000 
annually) are estimated at $84,600, including printing 
expenses of $27,000, legal fees of $5,000 and 
accountants’ fees of $5,000. It is stated that no state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 27, 1979, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
application-declaration, as amended by said post- 
effective amendment, which he desires to controvert; 
or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request 
shouid ve addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or 
by mail upon the applicant-declarant at the 
above-stated address, and proof of service (by affi- 
davit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said 
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date, the application-declaration, as amended by said 
post-effective amendment or as it may be further 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20941/March 2, 1979 


In the Matter of 


THE SOUTHERN COMPANY 
Atlanta, Georgia 


(70-6257) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
COMMON STOCK PURSUANT TO A DIVIDEND REIN- 
VESTMENT PLAN: RESERVATION OF JURISDICTION 
OVER ISSUANCE AND SALE OF COMMON STOCK 
PURSUANT TO AN EMPLOYEE SAVINGS PLAN 


The Southern Company (“Southern”), a registered 
holding company, has filed an application-declaration 
and amendments thereto with this Commission 
pursuant to Section 6(a) and 7 of the Public Utility 
Holding Company Act of 1935 (‘‘Act”) and Rule 
50(a)(5) promulgated thereunder concerning the 
following proposed transactions. 


Southern proposed to issue and sell up to 6,000,000 
shares of its authorized but unissued common stock, 
par value $5, per share, (“Additional Common Stock”). 
in addition to the balance of 867,289 shares at 
December 31, 1978, remaining under the authorization 
granted by the Commission’s order of April 5, 1978 
(HCAR No. 20486) pursuant to its Dividend Reinvest- 
ment and Stock Purchase Plan (‘‘Dividend Plan”). It is 
anticipated that such shares will be issued and sold 
from time to time through April 30, 1981, the majority 





of such shares being sold on or prior to April 30, 1980. 
Southern proposes to apply, in part, the proceeds 
from the sale of the shares (such proceeds estimated 
to be approximately $87,750,000) to such further 
equity investments as will have been authorized by the 
Commission in a subsequent filing in respect of such 
investments. 


The Additional Common Stock will be offered to all 
holders of record of Southern’s common _ stock 
pursuant to a voluntary plan whereby shareholders 
may elect to (1) have cash dividends on all of their 
shares of Southern common stock automatically 
reinvested in shares of common stock at a price equal 
to 95% of the average of the high and low sale prices 
of Southern’s common stock, as published in The 
Wall Street Journal on the dividend payment date (or 
the next preceding day on which the New York Stock 
Exchange is open, if it is closed on the dividend 
payment date), such average of the high and low sale 
prices being hereinafter referred to as the “Market 
Price Average”, or (2) reinvest less than all of their 
dividends in shares of common stock at a price equal 
to 95% of the Market Price Average, or (3) reinvest all 
or less than all of their dividends as described above 
and, in addition, make optional cash payments (not 
less than $25 per payment nor more than a total of 
$3,000 per quarter) to invest in shares of common 
stock at a price equal to 100% of the Market Price 
Average, or (4) continue to receive cash dividends on 
all shares registered in their names and invest only 
optional cash payments. All dividends on shares 
credited to a participant’s account under the Dividend 
Plan will be reinvested in shares of common stock at 
price equal to 95% of the Market Price Average. No 
shares will be sold under the Dividend Plan at less 
than the par value of such shares. 


The First National Bank of Atlanta currently 
administers the Dividend Plan and makes purchases 
of shares as agent for the participants. No service 
charge or commission will be paid by participants in 
connection with purchases under the Dividend Plan. 


Participants will retain all voting rights relating to 
shares purchased under the Dividend Plan and 
credited to their accounts, and shares will be voted in 
accordance with the instructions of the participant to 
whose account they are credited. 


A participant will be able to withdraw from the 
Dividend Plan at any time upon written notice. Upon 
withdrawal, the participant will be issued, without 
charge, a certificate for the number of shares credited 
to his account and will receive a cash payment for the 
value of any fractional share, which cash payment will 
be based on the closing sale price of Southern’s 
common stock, as published in The Wall Street 
Journal on the next business day following the day 


the withdrawal request is received, less any related 
brokerage commission and transfer tax. Without with- 
drawing from the Dividend Plan, a participant will be 
entitled to demand and receive a certificate 
representing the full shares of common stock credited 
to his account. Southern reserves the right to 
suspend, modify (subject to Commission approval) or 
terminate the Dividend Plan at any time. 


All shareholders (both participants and non-partici- 
pants in the Dividend Plan) will be mailed a copy of a 
prospectus describing the Plan and advising the non- 
participating shareholders as to the manner by which 
they may participate therein. A prospectus will also be 
sent to all those who become shareholders after the 
initial mailing thereof. The continued existence of the 
Dividend Plan will occasionally be brought to the 
attention of non-participants by a remailing of the 
prospectus. 


Southern further proposes to issue and sell a 
maximum of 1,500,000 shares of its authorized but 
unissued common stock, par value $5 per share (the 
“New Stock”), in addition to the balance of 576,558 
shares at December 31, 1978 remaining under the 
authorization granted by this Commission’s order of 
April 5, 1978 (HCAR No. 20486) pursuant to the 
Employee Savings Plan for The Southern Company 
System (“Savings Plan”). It is anticipated that the 
New Stock will be issued and sold from time te time 
through April 30, 1981. Southern proposes to apply 
proceeds from the sale of the New Stock (such pro- 
ceeds estimated to be approximately $21,938,000) to 
such further equity investments as will have been 
authorized by the Commission in a subsequent filing 
in respect of such investments and for other corporate 
purposes. 


The New Stock will be offered to employees of 
Southern’s subsidiaries pursuant to a voluntary plan 
under which employees may contribute, through pay- 
roll deductions, not less than 2% nor more than 12% 
of their compensation (base salary or wages). Each 
employing company will contribute, on behalf of each 
of the Savings Plan members in its employ, an 
amount equal to 50% of such of the member's contri- 
butions as are not in excess of 6% of the member's 
compensation. The First National Bank of Atlanta acts 
as Trustee for the trust which is part of the Savings 
Plan, and the Savings Plan is administered by the 
Savings Plan Committee, the members of which are 
appointed by the Board of Directors of Southern 
Company Services, Inc. 


Each Savings Plan member must direct that his 
contributions be invested in one or more of three 
funds: (1) Company Stock Fund—consisting of 
Southern’s common stock; (2) Equity Fund—con- 
sisting of common or capital stocks and securities 
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convertible into common or capital stock (other than 
securities issued by or convertible into securities 
issued by Southern or any of its subsidiaries), short- 
term investments, and investments in certain com- 
mingled trust funds; (3) Fixed Income Fund—con- 
sisting of direct obligations of the U.S. Government 
and its agencies, corporate bonds, debentures, notes, 
certificates of indebtedness, evidences of indebted- 
ness of Southern or its subsidiaries or affiliates, 
savings account deposits and investments in certain 
commingled trust funds. All employing company 
contributions are invested in the Company Stock 
Fund. 


An employee is eligible to participate in the Savings 
Plan if: (a) he is at least 21 years of age and (b) he has 
completed at least one year of service (in which he 
has completed at least 1,000 hours of service) with 
one or more Southern subsidiaries. Any employee 
represented by a collective bargaining agent may not 
participate in the Savings Plan unless the representa- 
tives of his bargaining unit and the employihg 
company mutually agree to participation in the 
Savings Plan by members of the bargaining unit. 


The amount of an employee’s contributions may be 
changed by the employee if the employee gives at 
least sixty days notice of such change. By delivering 
at least thirty days prior notice, an employee may 
voluntarily suspend the making of contributions for a 
period of not less than six months. The member's 
direction as to the fund or funds in which his contri- 
butions are to be invested will continue in effect until 
changed by the member, and the member may change 
such investment direction once in each year. A 
separate account is established for each member, and 
each member is furnished a statement of his account 
annually and upon any distribution or withdrawal. The 
amount to the credit of a member’s account attri- 
butable to his own contributions is fully vested in the 
member at all times. Amounts attributable to employ- 
ing company contributions are fully vested in the 
member upon his death or retirement pursuant to the 
pension plan of his employing company. Prior to 
those events, the amount to the credit of a member’s 
account attributable to employing company contri- 
butions is vested in the member in accordance with a 
schedule which begins with a 50% vesting after five 
years of service and increases by 5% with each year 
of service thereafter until, after 15 years of service, 
these amounts are fuliy vested. Any amounts not 
vested upon a member’s termination of employment 
are forfeited and will be applied as a credit to reduce 
subsequent contributions of the employing company. 


While remaining in employment, a member may, upon 
giving sixty days prior written notice to his employing 
company, withdraw all or certain portions of the 
amount to his credit, but, if such withdrawal is made 
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other than under circumstances which the Savings 
Plan Committee determines to constitute a financial 
emergency in the affairs of the member, the member’s 
contributions and those of his employing company 
will be suspended for certain periods of time as 
provided by the Savings Plan. 


The Trustee will vote the shares of common stock of 
Southern held by it in accordance with written 
directions received from the individual members on 
whose behalf such shares are held and will not vote 
ary such shares for which voting instructions are not 
received. The Trustee has the authority to vote all 
other securities in its discretion. No certificate or 
document evidencing participation in the Savings Plan 
is issued. 


Brokerage fees, commissions, transfer taxes and 
other expenses incident to the purchase or sale of 
securities by the Trustee are deemed to be a part of 
the cost of such securities or deducted in computing 
the proceeds therefrom, as the case may be, and shall 
be paid from the trust fund. Any transfer taxes in 
connection with the distribution of Southern common 
stock to members or their beneficiaries will be borne 
by the accounts of the members as the Savings Plan 
Committee shall determine. Taxes, if any, payable 
with respect to the assets or income of the fund will 
be charged against the accounts of members. Other 
expenses of administering the Savings Plan will be 
paid by Southern Company Services, Inc. subject to 
reimbursement by the other employing companies of 
their proportionate shares of such expenses. 


The Board of Directors of Southern Company 
Services, Inc. has the right to amend or terminate 
the Savings Plan in whole or in part. Any employing 
company may, by action of its board of directors and 
approval by the Board of Directors of Southern 
Company Services, Inc., suspend or terminate the 
making of contributions of members in the employ of 
such employing company and of contributions by 
such employing company. In the event of termination 
or partial termination or upon complete discontinu- 
ance of contributions under the Savings Plan by all 
employing companies or by any one employing 
company, the amount to the credit of the accounts of 
each member whose employing company shall be 
affected by such termination or discontinuance shall 
become non-forfeitabie and will be distributed to the 
member as soon as practicable after such termination 
or discontinuance. 


Investment purchases by the Trustee for the funds 
may be made either on the open market or by private 
purchase, provided that no private purchase may be 
made of common stock of Southern at a price greater 
than the last sale price or current independent bid 
price, whichever is higher, for such stock on the New 





York Stock Exchange, plus an amount equal to the 
commission payable in a stock exchange transaction 
if such private purchase is not made from Southern. 
The Trustee may purchase common stock of Southern 
directly from Southern under the Dividend Plan or 
under any other similar plan made available to all 
holders of record of shares of common stock of 
Southern, at the purchase price provided for in such 
plan. 


The record is presently incomplete with respect to the 
New Stock to be issued pursuant to the Savings Plan. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$199,850, including solicitation fee of $40,000, legal 
fees of $20,000 and accounting fee of $5,000. No state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20912), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
-record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied with respect to the Additional Common 
Stock to be issued and sold pursuant to the Dividend 
Plan and that no adverse findings are necessary with 
respect thereto; and that it is appropriate in the public 
interest and in the interest of investors and 
consumers that said application-declaration, as 
amended, be granted and permitted to become 
effective with respect to the Additional Common 
Stock to be issued and sold pursuant to the Dividend 
Plan: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith with 
respect to the Additional Common Stock to be issued 
and sold pursuant to the Dividend Plan, subject to the 
terms and conditions prescribed in Rule 24 promul- 
gated under the Act. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to the issuance and 
sale of the New Stock to be issued and sold pursuant 
to the Savings Plan pending completion of the record 
with respect to that transaction. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20942/March 2, 1979 


In the Matter of 


THE SOUTHERN COMPANY 
P.O. Box 720071 
Atlanta, Georgia 30346 


GULF POWER COMPANY 
P.O. Box 1151 
Pensacola, Florida 32520 


MISSISSIPPI POWER COMPANY 
P.O. Box 4079 
Gulfport, Mississippi 39501 


(70-6263) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
SHORT-TERM NOTES TO BANKS AND DEALERS IN 
COMMERCIAL PAPER, CAPITAL CONTRIBUTIONS 
TO SUBSIDIARIES, AND EXCEPTION FROM COM- 
PETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that The Southern 
Company (“Southern”), a registered holding company, 
and two of its wholly owned electric utility subsidiary 
companies, Gulf Power Company (‘‘Gulf’’), and 
Mississippi Power Company (‘Mississippi’), have 
filed an application-declaration with this Commission 
pursuant to the Public Utility Holding Company Act of 
1935 (“Act”) designating Sections 6, 7, and 12 of the 
Act and Rules 45 and 50(a)(5) promulgated thereunder 
as applicable to the proposed transactions. All inter- 
ested persons are referred to the application- 
declaration, which is summarized below, for a 
complete statement of the proposed transactior.s. 


Southern, Gulf, and Mississippi propose to borrow 
from banks and to issue and sell commercial paper 
from time to time on or before March 31, 1980. These 
borrowings would be in the following maximum 
aggregate principal amounts outstanding at any one 
time: Southern - $100,000,000; Gulf - $93,000,000; 
and Mississippi - $20,000,000. 


Pursuant to Commission authorization (HCAR No. 
20469), Gulf, Mississippi, and Southern have authority 
to effect short-term borrowings on or before March 31, 
1979. The amount of short-term debt estimated to be 
outstanding at March 31, 1979 is $2,900,000 for Gulf 
and $7,700,000 for Mississippi. Southern does not 
expect to have any short-term debt outstanding on 
that date. 
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The bank borrowings will be evidenced by notes to be 
dated the date of the borrowing and to mature not 
more than one year after the date of issue in the case 
of Southern and not more than nine months after the 
date of issue in the case of Gulf and Mississippi. 
Each note evidencing bank borrowing will bear 
interest at an effective rate per annum in effect at the 
lending bank customary for similar companies and 
will be prepayable, in whole or in part, without penalty 
or premium. 


Gulf and Mississippi each maintain with the local 
banks, from which borrowings will be made, average 
daily operating balances adequate to meet the require- 
ments of such banks in respect of certain services to 
such companies. It may reasonably be expected that 
banks may require the maintenance of balances 
and/or fees in lieu of balances in respect of any such 
borrowings. If balances were to be maintained solely 
for the purpose of satisfying a compensating balance 
requirement generally not in excess of 20%, the 
effective interest cost of the related borrowings, 
based on a prime rate of 11.75%, would be 14.69% 
per annum. 


Southern has obtained a line of credit from Barclays 
Bank International Limited (“Barclays”) of $40,000,000 
and lines of credit from Union Bank of Switzerland 
(“Union”), Credit Suisse and Swiss Bank Corporation 
(“Swiss Bank”) each in the principal amount of 
$20,000,000. Each line of credit currently matures 
December 31, 1979. A commitment fee of 1/4% per 
annum on undrawn amounts is payable for each line 
of credit. Borrowings from Barclays would bear 
interest at an effective rate of 1/2% per annum over 
its floating prime rate. Borrowings from Union, Credit 
Suisse and Swiss Bank (collectively, the “Swiss 
Banks”) would, at Southern’s option, either bear 
interest at an effective rate of 1/2% per annum over 
lender’s floating prime or at a margin over the London 
Interbank Offered Rate (“LIBOR”). Swiss Bank also 
offers borrowings at 1/2% per annum over its prime 
rate on the date of advance, fixed for 90 days. 
Borrowings from Union and Credit Suisse bearing 
interest at a margin over LIBOR, will not be prepay- 
able. Borrowings from Swiss Bank are prepayable 
only if amounts prepaid are accompanied by an 
amount equal to any loss or expense which has been 
sustained by Swiss Bank as a result of such prepay- 
ment. Such loss or expense will normally equal the 
difference between the interest that would have been 
earned through scheduled maturity on amounts 
prepaid and the interest Swiss Bank could earn by 
relending such amounts through scheduled maturity. 
Except in the case of Swiss Bank, advances bearing 
interest a rate related to lender's floating prime may 
be for any term provided that they mature in one year 
or at the then current expiration date for the line of 
credit whichever is earlier. Such advances by Swiss 
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Bank would mature within 180 days or at the date of 
expiration of the lines of credit, whichever is earlier. 
The margins over LIBOR and tenor of advances 
bearing interest based on LIBOR are summarized 
below: 


Margin Over LIBOR Tenor 


Union Bank 1/2% periods of one 


to six months 
3/4% 


Credit Suisse periods of 30, 


60 or 90 days 
3/4% periods of 30, 
to 180 days 


Swiss Bank 


Southern states the effective cost of such lines of 
credit is comparable to the effective cost of similar 
lines of credit from domestic banks. The comparable 
effective cost to Southern of amounts borrowed from 
Barclays and the effective cost of amounts borrowed 
from the Swiss Banks at a rate related to their prime 
rate would in each case be 12.25% (prime rate plus 
1/2%). The LIBOR for the three-month funds available 
on January 26, 1979, was quoted by the Swiss Banks 
at 10.8125% to 10.875% per annum. Assuming a 
LIBOR of 10.875% the comparable effective cost of 
amounts borrowed for three months from the Swiss 
Banks at a rate related to LIBOR would be 11.375% in 
the case of Union Bank (LIBOR plus 1/2%) and 
11.625% in the case of Credit Suisse and Swiss Bank 
(LIBOR plus 3/4%). Southern expects to borrow from 
the Swiss Banks at whichever option yields the lowest 
effective cost at the time for the period the funds are 
required. 


Southern estimates that 10% compensating balances 
are currently equivalent to a minimum cost relative to 
the credit line of .968% per annum, which is 10% of 
the most recent coupon rate for new 91 day U.S. 
Treasury Bills dated February 1, 1979. When domestic 
banks charge a fee in lieu of balances, such fees in 
general approximate .5% per annum. The comparable 
costs of undrawn amounts with the banks named 
above would be .25% per annum. 


Southern, Gulf, and Mississippi also propose from 
time to time prior to March 31, 1980 to issue and sell 
commercial paper in the form of short-term promis- 


sory notes to dealers in commercial paper. The 
commercial paper notes will have varying maturities of 
not more than 270 days after the date of issue, will be 
issued in varying denominations of not less than 
$50,000 and not more than $5,000,000, and will not by 
their terms be prepayable prior to maturity. The 
commercial paper will be sold directly to or through 
the dealers at a discount which will not be in excess 
of the discount rate per annum prevailing at the date 





of issuance for commercial paper of comparable 
quality and like maturity. No commercial paper note 
will be issued having a maturity of more than 90 days 
at an effective interest cost which exceeds the 
effective interest cost at which the issuer could 
borrow from banks. 


Except for a commission not to exceed 1/8 of 1% per 
annum payable to the dealer in respect of commercial 
paper sold through the dealer as agent, no 
commission or fee will be payable in connection with 
the issuance and sale of commercia! paper. The dealer 
will reoffer such commercial paper at a discount rate 
of 1/8 of 1% per annum less than the prevailing 
interest rate to the issuer or at an equivalent cost if 
sold on an interest bearing basis. The commercial 
paper will be offered by each dealer to not more than 
200 customers of the dealer identified and designated 
in a nonpublic list prepared in advance by the dealer. 
No additions will be made to such list of customers. It 
is expected that the commercial paper will be held by 
customers to maturity, but, if they wish to resell prior 
thereto, the dealer, pursuant to a verbal repurchase 
agreement, will repurchase the commercial paper and 
reoffer the same to others on the customer list. 


Southern intends to use proceeds of the bank notes 
and commercial paper notes together with treasury 
funds and proceeds from the sale of additional 
common stock through its dividend reinvestment 
plan, its employee savings plan and its employee 
stock ownership, all of which are the subject of 
separate filings, to make, from time to time, 
additional equity investments in the form of capital 
contributions to Georgia Power Company (“Georgia”), 
Alabama, Gulf, and Mississippi, to make loans to 
Southern Company Services, Inc., to pay such notes 
when due, and for other corporate purposes. Southern 
proposes herein to make capital contributions to its 
subsidiaries from April 1, 1979 through March 31, 
1980, as follows: $315,000,000 to Alabama; 
$180,000,000 to Georgia; $40,000,000 to Gulf; and 
$15,000,000 to Mississippi. 


The proceeds from the bank notes and commercial 
paper notes will be used by Gulf and Mississippi, 
respectively, to reimburse their treasuries for part of 
the expenditures incurred in connection with their 
construction programs, to finance in part their future 
construction programs, to pay at maturity outstanding 
bank notes and commercial paper notes incurred for 
such purposes and for other corporate purposes. 
Construction expenditures for 1979 and January- 
March 1980 are estimated at $91,785,000 and 
$28,815,000, respectively for Gulf and $28,005,000 and 
$11,883,000, respectively, for Mississippi. 


The applicants-declarants request exception from the 
competitive bidding requirements of Rule 50 in 


connection with the sale of commercial paper notes 
pursuant to clause (a)(5) thereof. It is stated, in this 
connection, that (a) all commercial paper which they 
propose to issue and sell will have a maturity not in 
excess of 270 days, (b) current rates for commercial 
paper for prime borrowers, such as applicants- 
declarants, are published daily in financial publi- 
cations, and (c) it is not practical to invite invitations 
for bids for commercial paper. It is also requested that 
authorization be granted to file certificates of noti- 
fication under Rule 24 on a quarterly basis. 


Fees and expenses to be incurred by Southern in 
connection with the proposed transactions are esti- 
mated at $3,400, including legal fees of $2,500; Gulf’s 
expenses are estimated at $1,400, including legal fees 
of $500; and Mississippi’s expenses are estimated at 
$1,400, including legal fees of $500. 


The Florida Public Service Commission has juris- 
diction over the issuance of notes to banks and the 
issuance of notes and commercial paper by Gulf. No 
other state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 26, 1979, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
application-declaration which he desires to contro- 
vert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicants-declarants 
at the above-stated addresses, and proof of service 
(by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application-declaration, as 
filed or as it may be amended, may be granted and 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20943/March 2, 1979 


In the Matter of 


ARKANSAS POWER & LIGHT COMPANY 
First National Bank Building 
Little Rock, Arkansas 72203 


(70-6272) 


NOTICE OF PROPOSAL TO SELL AN INTEREST IN 
TWO COAL-FIRED ELECTRIC GENERATING UNITS 


NOTICE IS HEREBY GIVEN that Arkansas Power & 
Light Company (“AP&L”), an electric utility subsidiary 
of Middle South Utilities, Inc., a registered holding 
company, has filed a declaration with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Section 
12(d) of the Act and Rule 44 promulgated thereunder 
as applicable to the proposed transaction. All 
interested persons are referred to the declaration, 
which is summarized below, for a complete statement 
of the proposed transaction. 


AP&L proposes to sell to Arkansas Electric 
Cooperative Corporation (‘‘AECC”), an electric 
cooperative corporation organized and existing under 
the laws of the State of Arkansas, pursuant to an 
Ownership Agreement (“Ownership Agreement”), a 
35% undivided ownership interest as tenant in 
common in two 700 MW nominally rated coal-fired 
generating units known as Independence Steam 
Electric Station, (“Independence Plant”) being con- 
structed near Newark, in Independence County, 
Arkansas. AP&L has made similar arrangements for 
the sale to City Water and Light Plant of the City of 
Jonesboro, Jonesboro, Arkansas (“Jonesboro”), of a 
5% undivided ownership interest and to the City of 
Conway, Arkansas (“Conway”), of an undivided 
interest of approximately 2%, as tenants in common 
in the Independence Plant. Assuming that the closing 
of such sales were to take place on April 2, 1979, 
AP&L would expect to receive approximately $922,000 
from Jonesboro and approximately $369,000 from 
Conway in respect of the purchase of such undivided 
ownership interests. AP&L will obtain from the 
corporate trustee under its Mortgage and Deed of 
Trust, dated as of October 1, 1944, as supplemented, 
a release of the undivided ownership interests in the 
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Independence Plant which are to be sold and will 
retain a 58% undivided ownership interest in such 
Plant. 


AECC is to pay AP&L an amount equal to 35% of 
AP&L’s cost incurred in the construction of the 
Independence Plant (AECC’s share estimated as of 
April 2, 1979, to be $5,185,000) plus 35% of AP&L’s 
cost of money to finance such construction (AECC’s 
share estimated as of April 2, 1979, to be $1,269,000). 


After the closing, AP&L is to complete the construc- 
tion of the Independence Plant on its own behalf and 
as agent for AECC, and AECC is to make monthly 
payments in advance to AP&L in respect of 35% of all 
additional costs to be incurred in the construction and 
completion of the Independence Plant. The Ownership 
Agreement will further provide that the respective 
investments of AP&L and AECC in the construction of 
the Independence Plant, and consequently the 
respective undivided ownership interests of each 
party, may be adjusted under certain circumstances 
due to (1) the availability of an equivalent amount of 
more economical energy to AP&L from other sources, 
(2) AP&L’s not requiring the capacity and energy from 
the Independence Plant, or (3) the inability of either 
AP&L or AECC to finance its respective investment in 
the continuing construction of the Independence 
Plant. 


AP&L expects to apply the total proceeds of the sale 
scheduled for April 2, 1979, (estimated at about 
$6,454,000) to the repayment of short-term indebted- 
ness incurred to finance its construction program or 
to directly finance its construction program. 


AP&L will enter into a separate Operating Agreement 
with AECC (“Operating Agreement”) providing for the 
sole operation and maintenance of the Independence 
Plant by AP&L. In general, AECC will be responsible 
for that portion of all costs of operation and 
maintenance, other than fuel costs, in accordance 
with its ownership interest. AECC will also make pay- 
ments to AP&L for fuel costs for all kWh generated at 
the Independence Plant for its account. The Operating 
Agreement will further provide for the sharing by 
AECC of certain other overhead, administrative and 
general expenses and costs to be incurred by AP&L in 
operating and maintaining the Independence Plant. 
The Operating Agreement will terminate on the earlier 
of the date of the Independence Plant is retired from 
commercial service or December 31, 2018, or on such 
other date as is agreed to by the parties thereto. 


A statement of the fees, commissions and expenses 
to be incurred in connection with the proposed trans- 
action will be filed by amendment. It is stated that no 


state or federal commission, other than this 
Commission, is required to authorize the proposed 





transaction. It is further stated that the sales of 
interests in the Independence Plant to Jonesboro and 
Conway are excepted from the provisions of the Act 
by Rule 44(b)(3) promulgated thereunder. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 30, 1979, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by the 
filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the declarants at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the request. 
At any time after said date, the declaration, as filed or 
as it may be amended, may be permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20944/March 6, 1979 


In the Matter of 

GRANITE STATE ELECTRIC COMPANY 
MASSACHUSETTS ELECTRIC COMPANY 
THE NARRAGANSETT ELECTRIC COMPANY 
NEW ENGLAND POWER COMPANY 

NEW ENGLAND ELECTRIC SYSTEM 

20 Turnpike Road 

Westborough, Massachusetts 01581 


(70-6264) 


NOTICE OF PROPOSED SHORT-TERM FINANCING 
ARRANGEMENTS AND REQUEST FOR EXEMPTION 
FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that New England Electric 
System (“NEES”), a registered holding company, and 
its electric utility subsidiaries Granite State Electric 
Company (“Granite”), Massachusetts Electric Com- 
pany (“Mass Electric”), The Narragansett Electric 
Company (“Narragansett”), and New England Power 
Company (“NEP”) have filed with this Commission an 
application-declaration pursuant to the Public Utility 
Holding Company Act of 1935 (“Act”), designating 
Sections 6(a), 7, 9(a), 10 and 12 of the Act and Rules 
42, 45(b)(1), 50(a)(2), 50(a)(3) and 50(a)(5) promul- 
gated thereunder as applicable to the proposed trans- 
actions. All interested persons are referred to the 
application-declaration, which is summarized below, 
for a complete statement of the proposed trans- 
actions. 


Applicants-declarants request authorization to make 
short-term borrowings from the period April 1, 1979, 
to March 31, 1980, pursuant to the arrangements set 
forth below, in the following individual maximum 
aggregate amounts outstanding at any one time: 
Granite, $2,000,000; Mass Electric, $25,000,000; 
Narragansett, $27,000,000 and NEP, $78,000,000. The 
borrowings will be made from the banks indicated 
below and/or NEES, and Mass Electric and NEP also 
propose to issue notes to dealers in commercial 
paper. The maximum amount of short-term 
borrowings sought by Mass Electric and NEP 
($25,000,000 and $78,000,000, respectively) from 
banks or NEES will be reduced by the amount of its 
commercial paper outstanding at that time. 


The $78,000,000 authorization sought by NEP will be 
reduced by the net proceeds from the contemplated 
issuance and sale of $50,000,000 of bonds during the 
fourth quarter of 1979 or early in 1980. 


The proposed borrowings from banks and/or NEES 
will be evidenced by notes maturing in less than one 
year from date of issuance and will provide for 
prepayment in whole or in part without premium. The 
borrowings from banks require compensating 
balances (or fees in lieu thereof) and will bear interest 
at a rate not in excess of the prime rate in effect at the 
time the borrowings are made. The notes issued to 
NEES will bear interest at a rate not in excess of the 
prime rate in effect at the time the borrowings are 
made. Based upon compensating balance require- 
ments of 20% (or fees equivalent thereto), the 
effective interest cost would be approximately 14.7% 
per annum, assuming an 11.75% prime rate. The 
effective interest cost on borrowings from NEES 
would be the prime rate. 
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Borrowing Company 





Granite 
The First National Bank of Boston 


Mass Electric 
The First National Bank of Boston 
Guaranty Bank & Trust Company 
Mechanics National Bank 
Bay Bank Middlesex 
South Shore National Bank 
Worcester County National Bank 





Proposed maximum loans 
from banks or NEES 
(in thousands) 





Total Mass Electric 


Narragansett 





Industrial National Bank of Rhode Island 


The First National Bank of Boston 


Rhode Island Hospital Trust National Bank 


Peoples Bank and Trust Company 
Old Stone Bank 


Total Narragansett 


NEP 
Bank of America 
Baybank Newton-Waltham Trust Co. 
Brown Brothers Harriman and Company 
Chase Manhattan Bank 
Chemical Bank 
Citibank, N, A. 


Continental Illinois National Bank and Trust Company 


The First National Bank of Boston 
The First National Bank of Chicago 
Irving Trust Company 

Manufacturers Hanover Trust 

Morgan Guaranty Trust Company 
National Bank of North America 

New England Merchants National Bank 
Shawmut Bank of Boston, N. A. 

State Street Bank and Trust Company 
Worcester County National Bank 


Total NEP 


It is proposed that the borrowing companies may pre- 
pay their notes to NEES, in whole or in part, with 
borrowings from banks or from the sale of commercial 
paper, and that their borrowings from banks may be 
prepaid, in whole or in part, with borrowings from 
NEES or from the sale of commercial paper. In the 
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event bank borrowings or commercial paper sales are 
made at a higher interest cost than NEES borrowings 
in order to prepay notes issued to NEES, NEES will 
credit the borrowers with the differential interest from 
the date of issuance of the bank notes or commercial 
paper to the normal maturity date of the notes to 





NEES being prepaid. In the event of borrowings from 
NEES to prepay notes to banks, the interest rate of 
the notes issued to NEES will be the lower of (1) the 
interest rate on the notes being prepaid (but only to 
the maturity date of the notes so prepaid, and there- 
after at the prime rate in effect at the time the new 
notes were issued), or (2) the prime rate in effect. 


Mass Electric and NEP propose to issue and sell 
commercial paper through March 31, 1980, directly to 
Lehman Commercial Paper, Inc., and/or A.G. Becker 
& Co., Inc., and/or Salomon Brothers (collectively, 
the “Dealers”), dealers in commercial paper. The 
Dealers, as principals, will reoffer the commercial 
paper to not more than 100 of their respective 
customers whose names appear on non-public lists of 
institutional investors. Prior to or concurrently with 
the offerings, the customers will be furnished current 
financial and other information with respect to the 
issuer. It is expected that such commercial paper will 
be held to maturity by the purchasers, but if a 
purchaser wishes to resell prior to maturity, the Dealer 
involved will repurchase the paper for resale to others 
on its list of customers. The commercial paper to be 
issued and sold will be in the form of unsecured 
promissory notes having a maturity not in excess of 
270 days, will be in denominations of between $50,000 
and $1,000,000, and will be purchased from the 
Dealers at a discount which will not be in excess of 
the discount rate per annum prevailing at the date of 
issue for commercial paper of comparable quality and 
maturity of public utility issuers sold to commercial 
paper dealers. The Dealers will initially reoffer the 
commercial paper at a discount rate not more than 1/8 
of 1% per annum less than the prevailing discount 
rate to the issuer. The effective interest cost to the 
issuer of such paper will not exceed the effective cost 
at the time of issuer for borrowings from The First 
National Bank of Boston, except that, in order to 
obtain maximum flexibility, commercial paper may be 
issued with a maturity of not more than 90 days from 
the date of issue with an effective cost in excess of 
the effective interest cost of borrowings from such 
bank. 


The proceeds from the proposed borrowings will be 
used to pay then-outstanding short-term notes 
initially issued to banks, dealers in commercial paper 
and/or NEES at or prior to maturity, to provide funds 
for capitalizable expenditures or to reimburse the 
borrowing company’s treasury for prior expenditures 
therefor. 


It is stated that Mass Electric, Narragansett and NEP 
have each been authorized by its preferred share- 
holders to issue short-term unsecured indebtedness 


up to 20% of the sum of its principal amount of all 
bonds and other secured indebtedness plus capital, 
premium and retained earnings. NEP’s authorization 
exists through July 1, 1980 (HCAR No. 19595, dated 
June 30, 1976); Mass Electric’s exists through August 
1, 1980 (HCAR No. 19097, dated August 29, 1975); 
and Narragansett’s exists through July 19, 1979 
(HCAR No. 18505, dated July 19, 1974) (it is contem- 
plated that a continuation thereof will be sought by 
separate application). 


NEES and Mass Electric request an exemption from 
the competitive bidding requirements of Rule 50 for 
their proposed issuance and sale of commercial paper 
to Dealers pursuant to Rule 50(a)(5) on the ground 
that it is not practicable to sell commercial paper by 
competitive bidding. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$3,500, including $1,500 of services to be performed 
at cost by New England Power Service Company, an 
affiliate of applicants-declarants. It is stated that the 
New Hampshire Public Utilities Commission has 
jurisdiction over the issuance of short-term notes by 
Granite and NEP and that no other state commission 
and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 29, 1979, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
application-declaration which he desires to controvert; 
or he may request that he be notified if the 
Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicants-declarants 
at the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application-declaration, as 
filed or as it may be amended, may be granted and 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20945/March 6, 1979 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
2 Broadway 
New York, New York 10004 


(70-6277) 


NOTICE OF PROPOSAL THAT HOLDING COMPANY 
ACT AS SURETY FOR OPERATING SUBSIDIARY 


NOTICE IS HEREBY GIVEN that American Electric 
Power Company, Inc. (“AEP”), a registered holding 
company, has filed with this Commission a declara- 
tion pursuant to the Public Utility Holding Company 
Act of 1935 (“Act”), designating Sections 12(b) and 
12(f) of the Act and Rule 45 promulgated thereunder 
as applicable to the proposed transaction. All 
interested persons are referred to the declaration, 
which is summarized below, for a complete statement 
of the proposed transaction. 


AEP proposes to act as surety for Ohio Power 
Company (“Ohio Power”), an electric utility subsidiary 
of AEP, in connection with an Ohio Power rate pro- 
ceeding now pending before the Public Utilities 
Commission of Ohio (“Ohio Commission”). On March 
31, 1978, Ohio Power filed with the Ohio Commission 
a Notice of Intent to file new increased rates for 
electric service in Ohio, and filed its main rate case on 
June 30, 1978. It now appears probable that the Ohio 
Commission will be unable to complete its investiga- 
tion of such rate case by March 31, 1979, the date on 
and after which the new rates may be made effective, 
subject to the posting by Ohio Power of an appro- 
priate undertaking under Ohio statutes to insure the 
making of refunds in the event the Ohio Commission’s 
final order should so require. 


Ohio Power filed a form of such undertaking with the 
Ohio Commission in February 1979. This form has not 
yet been accepted by the Ohio Commission, nor has 
any other form of undertaking been prescribed by it. It 
is possible the Ohio Commission will require AEP to 
act as surety for Ohio Power or will require the 
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posting of a commercial bond. If a commercial bond 
is required, Ohio Power may be unable to procure the 
same without AEP’s acting as surety thereon. 


The purpose of the proposed transaction is to enable 
Ohio Power, as permitted by Ohio law, to begin 
applying the new increased rates prior to the 
completion of the Ohio Commission’s investigation, 
hearing and decision thereon. It is expected that the 
amount of the bond or surety agreement required will 
not exceed $100,000,000, the approximate annual 
amount of additional revenue that would be collected 
subject to refund. AEP requests authorization to act 
as surety for Ohio Power for up to $100,000,000 as 
may be required by the Ohio Commission and/or a 
commercial bonding company in connection with the 
undertaking to be supplied by Ohio Power. There will 
be no fees or charges paid by Ohio Power to AEP in 
connection with such suretyship. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at $2,500. 
It is stated that no state commission and no federal 
commission, other than this Commission, has juris- 
diction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 29, 1979, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
declaration which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail upon 
the declarant at the above-stated address, and proof 
of service (by affidavit or, in case of an attorney at 
law, by certificate) should be filed with the request. At 
any time after said date, the declaration, as filed or as 
it may be amended, may be permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20946/March 6, 1979 


In the Matter of 


APPALACHIAN POWER COMPANY 
40 Franklin Road 
Roanoke, Virginia 24009 


(70-6262) 


NOTICE OF PROPOSED EXTENSION OF SHORT- 
TERM DEBT AUTHORIZATION SUBSIDIARY 


NOTICE IS HEREBY GIVEN that Appalachian Power 
Company (“Appalachian”), an electric utility sub- 
sidiary of American Electric Power Company, Inc. 
(“AEP”), a registered holding company, has filed a 
declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (“Act”) 
designating Sections 6(a)(2), 7 and 12(e) of the Act 
and Rules 62 and 65 promulgated thereunder as appli- 
cable to the proposed transaction. All interested 
persons are referred to the declaration, which is 
summarized below, for a complete statement of the 
proposed transaction. 


Appalachian proposes to submit a proposal to its 
cumulative preferred stockholders for their consent 
and approval for an extension of the time in which the 
amount of unsecured short-term debt, which 
Appalachian is authorized to incur, may exceed 10% 
of Appalachian’s total capitalization at any time, but 
which together with outstanding long-term unsecured 
debt securities, would not exceed 20% of 
Appalachian’s total capitalization at any time. 


The proposed extension for which authority is now 
being sought would commence January 1, 1980 and 
end December 31, 1984 and would be subject to the 
proviso that the principal amount of such short-term 
unsecured debt securities in excess of 10% of total 
capitalization outstanding on such date shall mature 
by its terms not later than June 30, 1985. The actual 
issue and sale of securities related to such proposed 
increase in short-term indebtedness will be subject to 
further authorization by this Commission. Appala- 
chian presently is authorized by its preferred stock- 
holders to issue or assume unsecured debt securities 
within the foregoing limit pursuant to an authorization 
expiring December 31, 1979. 


It is stated that the increase in short-term debt is 
necessary to finance Appalachian’s construction pro- 
gram, the cost of which is presently estimated to be 
approximately $340,000,000 in 1979, up from approxi- 
mately $243,000,000 incurred in 1978. 


Appalachian through the use of proposed solicitation 
material proposes to solicit proxies from its 
Cumulative Preferred Stockholders in regards to the 5 
year unsecured debt extension at the annual meeting 
of shareholders of Appalachian to be held on May 16, 
1979. Consent of the holders of a majority of the out- 
standing cumulative preferred stock, voting as a 
class, is needed to increase the amount of short-term 
unsecured indebtedness. 


It is stated that no state commission and no federal 
commission, other than this Commission, has juris- 
diction over the proposed transaction. The fees and 
expenses to be incurred in connection with the 
proposed transaction are estimated at $30,000. It is 
stated that there are no legal fees involved in the 
proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 29, 1979, request in 
writing that a hearing be held with respect to the pro- 
posed transaction, stating the nature of his interest, 
the reasons for such request, and the issues of fact or 
law raised by said declaration which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the declarant at the above- 
stated address, and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, the 
declaration, as filed or as it may be amended, may be 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20947/March 6, 1979 


In the Matter of 


SEC DOCKET/1295 





WEST TEXAS UTILITIES COMPANY 
P.O. Box 841 
Abiline, Texas 79604 


(70-6261) 


NOTICE OF PROPOSED CHANGE IN CALCULATION 
OF EARNED SURPLUS AVAILABLE FOR DIVIDENDS 
UNDER SUPPLEMENTAL INDENTURES AND PRO- 
POSED DIVIDEND TO PARENT 


NOTICE IS HEREBY GIVEN that West Texas Utilities 
Company (“WTU”), an electric utility subsidiary of 
Central and South West Corporation (“CSW”), a regis- 
tered holding company, has filed with this 
Commission a declaration and an amendment thereto 
pursuant to the Public Utility Holding Company Act of 
1935 (“Act”), designating Sections 6(a) and 7 of the 
Act as applicable to the proposed transactions. All 
interested persons are referred to the declaration, as 
amended, which is summarized below, for a complete 
statement of the proposed transactions. 


WTU seeks authorization to pay to its parent CSW 
additional dividends on its common stock under the 
terms of its indenture, dated August 1, 1943 (the 
“Indenture”), as amended and supplemented by 
supplemental indentures dated January 1, 1958, 
February 1, 1961, January 1, 1969, and July 1, 1973 
(the “Supplemental Indentures”). The Supplemental 
indentures in each case prohibit the payment of divi- 
dends on common stock (with stated exceptions) in 
excess of the sum of (a) earned surplus determined as 
provided in the Supplemental Indentures earned after 
a specified date (in each case immediately prior to the 
date of that Supplemental Indenture); (b) a stated 
dollar amount of earned surplus at such specified date 
(equivalent to estimated dividends on common and 
preferred stocks for the 12 months beginning with the 
date of such Supplemental Indenture); and (c) such 
additional amount as may be authorized by this 
Commission under the Act pursuant to application by 
WTU. 


A clause in each Supplemental Indenture requires 
(with slight variations in language) that in determining 
earned surplus earned after the specified date: 


(i) the amounts to be deducted from the 
total gross earnings and income for 
maintenance and repairs and as charges or 
provisions for depreciation, retirements, 
renewals and replacements and/or amorti- 
zation, shall be not less in the aggregate 
than an amount equal to fifteen per centum 
(15%) of the gross operating revenues 
derived by WTU during such period from 
the operation of electric, gas and water 
utility properties subject to the lien of this 
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Indenture (after deducting from such 
revenues an amount equal to the cost of 
electricity, gas and water purchased during 
such period for exchange or resale), and (ii) 
the amounts to be so deducted as charges 
or provisions for depreciation, retirements, 
renewals and replacements and/or amorti- 
zation, shall be not less in the aggregate 
than an amount equal to the required 
percentage (as defined elsewhere within 
the Indenture, as amended), of the arith- 
metical average of the amount of 
depreciable property (as defined within the 
Indenture) of WTU at the beginning, and 
the amount thereof at the end, of such 
period. 


Clause (i) quoted above has the effect of inflating 
deductions from earned surplus when revenues are 
inflated by fuel cost recoveries. Over the last five 
years WTU’s cost of fuel has risen very rapidly. WTU 
states that its fuel costs as a percentage of operating 
revenues (less purchased power) rose from 17.2% to 
55.8% from the years December 31, 1973 to December 
31, 1977. Since WTU has fuel adjustment clauses 
covering virtually all sales, its operating revenues have 
been greatly inflated, as has the maintenance and 
renewal fund requirement and the related retained 
earnings deduction. WTU anticipates that this 
inflation will begin to restrict its ability to maintain its 
traditional dividend payout ratio sometime in 1980. 
Such ratio for the last five years was as follows: 1973, 
59.8%; 1974, 59.2%; 1975, 58.3%; 1976, 61.5%; and 
1977, 64.2%. 


WTU requests authorization to pay dividends on its 
common stock out of earned surplus earned after 
December 31, 1978, determined as provided in such 
Supplemental Indentures but after deducting as a 
minimum only the amounts required under clause (ii) 
quoted above (not the amounts required under clause 
(i)) and utilizing 2.8% as the required percentage for 
charges of depreciation, retirements, renewals, 
replacements and/or amortization, said 2.8% being 
equal to WTU’s average depreciation rate on 
depreciable bondable property for the period January 
1, 1973, through December 31, 1978. WTU states that 
it would accept a further limitation on such authori- 
zation that no dividend on common stock could be 
paid out of such additional earned surplus unless 
earned during the 12 calendar months immediately 
preceeding its payment. 


It should be noted that the dividend restriction in 
effect under Section 16 of Article Ill of the Indenture 
(restrictions also involving minimum deductions for 
maintenance, etc., based on operating revenues) does 
not contain a provision expressly permitting the 
Commission to authorize the payment of dividends on 





common stock out of otherwise restricted earned 
surplus. Earned surplus under this restriction is 
calculated on cumulative basis from 1943 and there is 
at present a substantial cushion of unrestricted 
earned surplus accumulated in prior years. If this 
cushion is exhausted before the maturity of presently 
outstanding series of bonds, aggregating $67,000,000 
in principal amount and maturing between 1981 and 
2003, WTU could have to redeem the bonds before 
maturity, attempt legal action to permit deviation from 
the terms of the restriction, or seek other presently 
undetermined remedies. 


WTU also proposes to pay to CSW, prior to May 31, 
1979, an extraordinary dividend on common stock of 
$15,000,000. This amount would be (1) borrowed back 
by WTU on a short-term basis, which matter is the 
subject of separate application by declarants and 
affiliates seeking, among other things, a temporary 
increase in WTU’s short-term borrowing authorization 
(File No. 70-6163), and (2) refinanced sometime in 
1979 from the issuance of first mortgage bonds. The 
purpose of the dividend payment is to bring WTU’s 
capitalization ratios into line with appropriate criteria 
and to reduce by $15,000,000 the amount of common 
stock equity which CSW will have to raise in 1979. 
WTU’s capitalization at September 30, 1978, and as 
adjusted as of such date for the proposed transaction, 
is as in table below. 


It is requested that this extraordinary dividend be 
authorized without application of the restrictions to 
which all other dividends would be subjected 
(although it would remain subject to Indenture 
restrictions from which no Commission relief may be 
obtained), including the earned within 12 months 
limitation, mentioned previously, which will apply to 
future dividends. 


Actual 
(000) 


Common Equity 

Common Stock $ 54,450 
Retained Earnings 36,793 
Premium on Capital 


Stock 
Total Common Equity 


291 
$91,534 
Preferred Stock 6,000 
Long-Term Debt 67,000 


Total Capitalization 


Short-Term Debt 


$164,534 


$_9,000_ 


It is stated that WTU has transmitted a copy of its 
amended application to Harris Trust and Savings 
Bank, the trustee under WTU’s indenture, and agrees 
to furnish the trustee a copy of this notice, any 
amendments to the Form U-1 filed by it in this matter 
and any orders issued herein. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$3,300. It is stated that no state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 29, 1979, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
declaration, as amended, which he desires to contro- 
vert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the declarant at the above- 
stated address, and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, the 
declaration, as amended or as it may be further 
amended, may be permitted to become effective as 
provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


Pro Forma 
(00) 


$ 54,450 
21,793 


291 
$ 76,534 


6,000 


67,000 





$149,534 





$ 24,000 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20948/March 6, 1979 


In the Matter of 


SOUTHWESTERN ELECTRIC POWER COMPANY 
P.O. Box 21106 
Shreveport, Louisiana 71156 


CENTRAL AND SOUTH WEST CORPORATION 
2700 One Main Place 
Dallas, Texas 75250 


(70-6270) 


NOTICE OF PROPOSED CAPITAL CONTRIBUTION BY 
HOLDING COMPANY TO SUBSIDIARY 


NOTICE IS HEREBY GIVEN that Central and South 
West Corporation (“CSW”), a registered holding 
company and Southwestern Electric Power Company 
(“SWEPCO”), one of CSW’s electric utility subsidi- 
aries, have filed an application-declaration with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”) designating Sections 
6(a), 7, 9, 10, and 12(f) of the Act and Rules 43 and 45 
promulgated thereunder as applicable to the proposed 
transaction. All interested persons are referred to the 
application-declaration which is summarized below, 
for a complete statement of the proposed transaction. 


CSW proposes to make a $15,000,000 capital contri- 
bution to SWEPCO. The capital contribution will be 
added to SWEPCO’s common stock paid-in surplus 
account and will be used to repay short-term debt 
incurred in connection with its 1979 construction 
expenditures. As of March 15, 1979, short-term debt 


for SWEPCO will be approximately $35,000,000. 
SWEPCO estimates that its construction expenditures 
for 1979 will be $130,000,000. 


It is stated that no state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. Fees and 
expenses to be incurred in connection with the pro- 
posed transaction are estimated at $2,250, including 
legal fees of $200. 


1298/SEC DOCKET 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 29, 1979, request in 


writing that a hearing be held on such matter, stating 


the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
application-declaration which he desires to controvert; 
or he may request that he be notified if the 
Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicants- 
declarants at the above stated addresses and proof of 
service (by affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At any 
time after said date, the application-declaration, as 
filed or as it may be amended, may be granted and 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20949/March 8, 1979 


In the Matter of 

OHIO EDISON COMPANY 

76 South Main Street 

Akron, Ohio 44308 

PENNSYLVANIA POWER COMPANY 
1 East Washington Street 

New Castle, Pennsylvania 16103 
(70-6266) 


NOTICE OF PROPOSED FINANCING FOR POL- 
LUTION CONTROL FACILITIES 


NOTICE IS HEREBY GIVEN that Ohio Edison 
Company (“Ohio Edison”), an electric utility company 





and a registered holding company, and its electric 
utility subsidiary Pennsylvania Power Company 
(“Penn Power”) have filed with this Commission an 
application-declaration pursuant to the Public Utility 
Holding Company Act of 1935 (“Act”), designating 
Sections 6, 7 and 12(d) of the Act and Rules 44(b)(3) 
and 50 promulgated thereunder as applicable to the 
proposed transactions. All interested persons are 
referred to the application-declaration, which is 
summarized below, for a complete statement 
concerning the proposed transactions. 


Ohio Edison and Penn Power have been engaged in 
on-going programs designed to finance the costs of 
construction of pollution control equipment installed 
or being installed at various generating units that they 
own or in which they have an interest. These 
programs entail the issuance and sale of pollution 
control revenue bonds by appropriate government 
instrumentalities, the proceeds from which sales are 
made available to pay construction costs. 


Under Pennsylvania statutes the Beaver County 
Industrial Development Authority (“Beaver Authority”) 
and the Lawrence County Industrial Development 
Authority (“Lawrence Authority”) are each authorized 
to enter into agreements concerning the construction 
and financing by them of industrial development pro- 
jects (including pollution control facilities) and the 


sale thereof to industrial occupants (including public 
utilities). 


Ohio Edison and Penn Power, together with The 
Cleveland Electric Illuminating Company, Duquesne 
Light Company and The Toledo Edison Company 
(collectively, the “CAPCO companies”) have entered 
into an agreement with the Beaver Authority (“Beaver 
Agreement”) concerning the acquisition, construction 
and financing of pollution control facilities at the 
Bruce Mansfield Plant, a three unit coal-fired plant 
owned by the CAPCO companies as tenants in 
common. Under present allocations with respect to 
such plant, Ohio Edison owns 60% of Unit No. 1, 
39.3% of Unit No. 2 and 35.6% of Unit No. 3, and 
Penn Power owns 4.2% of Unit No. 1, 6.8% of Unit 
No. 2 and 6.28% of Unit No. 3. Under the Beaver 
Agreement, the Beaver Authority is to issue and sell, 
separately with respect to each of the CAPCO 
companies and upon the request of that company, 
Beaver Authority pollution control bonds in order to 
finance the cost of the acquisition and construction of 
that company’s interest in pollution control facilities 
at the Bruce Mansfield Plant. With respect to Ohio 
Edison, the Beaver Authority has heretofore issued 
and sold four series of such bonds which are 
presently outstanding ($35,000,000 principal amount 
issued June 21, 1973; $19,000,000 principal amount 
issued September 24, 1974; $40,000,000 principal 
amount issued August 26, 1976; and $26,500,000 


issued April 14, 1977). A fifth series ($24,825,000 
principal amount issued May 29, 1975) was refunded 
and is no longer outstanding. With respect to Penn 
Power, the Beaver Authority has heretofore issued and 
sold four series of such bonds which are presently 
outstanding ($3,500,000 principal amount issued June 
21, 1973; $2,500,000 principal amount issued 
November 26, 1974; $5,000,000 principal amount 
issued August 26, 1976; and $3,500,000 principal 
amount issued April 14, 1977). A fifth series 
($2,750,000 principal amount issued May 29, 1975) 
was refunded and is no longer outstanding. 


It is now proposed that an additional series of bonds 
(“Series F Bonds”) be issued with respect to Ohio 
Edison and Penn Power by the Beaver Authority in 
aggregate principal amounts of $50,000,000 and 
$10,000,000, respectively. The proceeds of each 
company’s Series F Bonds will be used to finance that 
company’s share of costs associated with the con- 
struction of pollution control facilities at the Bruce 
Mansfield Plant. The Series F Bonds with respect to 
Ohio Edison and with respect to Penn Power will be 
issued pursuant to indentures supplemental to 
separate trust indentures between the Beaver 
Authority and The Cleveland Trust Company, Trustee, 
dated as of June 1, 1973. The Series F Bonds will not 
be redeemable at the option of the Beaver Authority, 
upon direction of the company with respect to which 
they were issued, for ten years after issuance, except 
upon the happening of certain extraordinary events as 
set forth in the relevant indenture. Except as to any 
differences in dates of issuance, maturities, rates of 
interest or provisions for redemption by sinking fund 
or otherwise, the terms of the Series F Bonds will 
correspond to those of the prior series of bonds 
issued under the same indenture. The terms will in 
each case require the approval of the company with 
respect to which the bonds are to be issued. The 
Series F Bonds are expected to be marketed pursuant 
to arrangements between the Beaver Authority and 
underwriters yet to be selected, to which 
arrangements neither Ohio Edison nor Penn Power 
will be a party. 


Under the Beaver Agreement the company with 
respect to which the Beaver Authority issues bonds is 
required to transfer to the Beaver Authority its 
respective interest in the pollution control facilities 
being financed, subject to the lien of its first 
mortgage indenture. Such interests will be reconveyed 
to the transferor company not later than the 
completion of construction of the pollution control 
facilities involved. 


Concurrently with the issuance and delivery of the 
Series F Bonds, the company with respect to which 
such series is being issued will execute and deliver to 
the Beaver Authority a separate pollution control 


SEC DOCKET/1299 





obligation in the form of a note. Each such note will 
be secured by a second lien on the appropriate 
company’s interest in the facilities being financed by 
the particular Series F Bonds to which the note is 
related. Principal and interest due on such notes will 
correspond as to dates of payment, amounts and 
interest rate with the rates of interest, times of pay- 
ment, stated maturities and sinking fund payments, if 
any, of the Series F Bonds to which the note is 
related. Each such note will provide, among other 
things, that amounts due thereunder must be paid 
whether or not the pollution control facilities being 
financed are completed, or function satisfactorily, or 
are damaged or destroyed. 


Penn Power has also entered into an agreement with 
the Lawrence Authority (‘‘Lawrence Agreement’) 
concerning the acquisition, construction and financ- 
ing of pollution control facilities at Penn Power's 
wholly owned New Castle Plant. Under the Lawrence 
Agreement, the Lawrence Authority is to issue and 
sell its pollution control revenue bonds in order to 
finance the cost of acquisition and construction of 
such facilities at the New Castle Plant. The lawrence 
Authority has heretofore issued and sold three such 
series of bonds, all of which are presently outstanding 
($15,000,000 principal amount and $1,000,000 
principal amount, both issued June 23, 1976, and 
$10,600,000 principal amount issued December 20, 
1977). 


It is now proposed that an additional series of bonds 
(“Series C Bonds”) be issued by the Lawrence 
Authority in an aggregate principal amount ot 
$3,000,000. The proceeds will be used to finance the 
costs associated with the construction of pollution 
control facilities at the New Castle Plant. The Series C 
Bonds will be issued pursuant to an indenture supple- 
mental to the trust indenture between the Lawrence 
Authority and the First National Bank of Lawrence 
County, Trustee, dated as of June 1, 1976. The Series 
C Bonds will not be redeemable at the option of the 
Lawrence Authority. upon the direction of Penn 
Power, for ten years after issuance, except upon the 
happening of certain extraordinary events as set forth 
in the indenture. Except as to any differences in dates 
of issuance, maturity, rate of interest and provisions 
for redemption by sinking fund or otherwise, the 
terms of the Series C Bonds will correspond to those 
of the prior series of bonds issued under the same 
indenture. A term will require Penn Power’s approval 
of the terms of the Series C Bonds. The Series C 
Bonds an expected to be marketed pursuant to 
arrangements between the Lawrence Authority and 
underwriters to be selected, to which arrangements 
Penn Power will not be a party. 


Under the Lawrence Agreement Penn Power is 
required to transfer to the Lawrence Authority its 
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interest in the pollution control facilities being 
financed, subject to the lien of its first mortgage 
indenture. Such interest will be reconveyed to Penn 
Power not later than the completion of construction of 
such facilities. 


Concurrently with the issuance and delivery of the 
Series C Bonds, Penn Power will execute and deliver 
to the Lawrence Authority a separate pollution control 
obligation in the form of a note, which will be secured 
by a second lien on Penn Power's interest in the 
pollution control facilities at the New Castle Plant. 
Principal and interest due on this note will correspond 
as to dates of payment, amounts and interest rate 
with the rates of interest, times of payment and 
sinking fund payments, if any, of the Series C Bonds. 
The note will provide, among other things, that 
amounts due thereunder must be paid whether or not 
the pollution control facilities being financed are com- 
pleted, or function satisfactorily, or are damaged or 
destroyed. 


Although the Series F Bonds with respect to Ohio 
Edison, the Series F Bonds with respect to Penn 
Power and the Series C Bonds will be marketed 
together in order to effect cost savings, each series 
will be issued separately, and the issuance of any one 
series is not dependent upon the issuance of either or 
both of the other series. While the Beaver Authority 
and the Lawrence Authority will be the issuer of its 
respective bonds, as required in order to make the 
interest income thereon exempt from federal income 
taxation, the credit of neither Authority will be 
pledged to the payment of its bonds. 


The proceeds from the sales of the Series F Bonds 
with respect to Ohio Edison, the Series F Bonds with 
respect to Penn Power and the Series C Bonds will be 
placed in separate escrow accounts for use in 
connection with the acquisition, construction and 
financing of the pollution control facilities to which 
they relate. 


Applicants-declarants request exemption from the 
competitive bidding requirements of Rule 50 for the 
issuance of their pollution control notes pursuant to 
Rule 50(a)(5). 


The fees and expenses to be incurred in connection 
with the proposed transactions will be supplied by 
amendment. It is stated that the Public Utilities 
Commission of Ohio has jurisdiction over the pro- 
posed transactions with respect to Ohio Edison, that 
the Pennsylvania Public Utilities Commission has 
jurisdiction over the proposed transactions with 
respect to Penn Power and that no other state 
commission and no federal commission, other than 
this Commission, has jurisdiction thereover. 





NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 2, 1979, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
application-declaration which he desires to controvert; 
or he may request that he be notified if the 
Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicants-declarants 
at the above-stated addresses, and proof of service 
(by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application-declaration, as 
filed or as it may be amended, may be granted and 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20950/March 8, 1979 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
260 Cherry Hill Road 
Parsippany, New Jersey 07054 


(70-5668) 


NOTICE OF PROPOSAL TO EXTEND PERIOD FOR 
ISSUANCE AND SALE OF STOCK THROUGH DIVI- 
DEND REINVESTMENT AND STOCK PURCHASE 
PLAN 


NOTICE IS HEREBY GIVEN that General Public 
Utilities Corporation (“GPU”), a registered holding 
company, has filed with this Commission a post- 
effective amendment to its application-declaration 


previously filed and amended in this matter pursuant 
to the Public Utility Holding Company Act of 1935 
(“Act”), designating Sections 6(a) and 7 of the Act 
and Rule 50 promulgated thereunder as applicable to 
the proposed transaction. All interested persons are 
referred to the amended application-declaration, 
which is summarized below, for a complete statement 
concerning the proposed transaction. 


By orders dated June 18, 1975, April 5, 1976, March 
21, 1977, and March 20, 1978 (HCAR Nos. 19051, 
19463, 19948 and 20458), GPU was authorized to issue 
and sell up to 5,341,998 shares of its common stock 
pursuant to its Dividend Reinvestment and Stock 
Purchase Plan (the “Plan”), the latest such authori- 
zation extending through June 30, 1979. GPU states 
that as of December 31, 1978, 2,081,213 shares had 
been so issued and sold. 


The Plan basically provides that a shareholder may 
have his cash dividends invested automatically in 
shares of GPU common stock and/or purchase such 
shares through optional cash payments of up to 
$3,000 per quarter. The prices of the new shares 
purchased with cash dividends and optional cash pay- 
ments are 95% and 100%, respectively, of the average 
of the high and low sales prices as reported on the 
consolidated tape on the dividend payment date, or, if 
the New York Stock Exchange is closed on such date, 
the next preceding date on which it was open. No 
brokerage commissions or service charges are paid by 
participants in connection with purchases under the 
Plan. All Plan administration costs are paid by GPU. 


By post-effective amendment GPU proposes that the 
Plan be amended to provide (a) that the prices of new 
shares purchased with cash dividends and with 
optional cash payments will be 95% and 100%, 
respectively, of the average of the high and low sales 
prices as reported on the consolidated tape for each 
of the five trading days ending with the dividend 
payment date, or, if the New York Stock Exchange is 
closed on such date, the next preceding date on 
which it was open, and (b) that the purchase of new 
shares through optional cash payments will be 
permitted to be made up to a maximum of $6,000 in 
each quarter. In all other respects the Plan would 
remain unchanged. 


GPU also requests that the period within which shares 
may be issued and sold pursuant to the Plan be 
extended until June 30, 1980. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$265,000, including printing expenses of $40,000, 
dividend reinvestment agent fees of $155,000 and 
mailing expenses of $48,000. It is stated that no state 
commission and no federal commission, other than 
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this Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 2, 1979, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
application-declaration, as amended by said post- 
effective amendment, which he desires to controvert; 
or he may request that he be notified if the 
Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicant-declarant at 
the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application-declaration, as 
amended by said post-effective amendment or as it 
may be further amended, may be granted and 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10616/March 6, 1979 


In the Matter of 

SCUDDER CASH INVESTMENT TRUST 
175 Federal Street 

Boston, Massachusetts 02110 


(812-4404) 
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ORDER PURSUANT TO SECTION 6(c) AMENDING 
ORDER PREVIOUSLY ISSUEED PURSUANT TO 
SECTION 6(c) 


Scudder Cash Investment Trust (‘“‘Applicant’’), a 
diversified, open-end management investment com- 
pany registered under the Investment Company Act of 
1940 (the “Act”), filed an application on December 8, 
1978, for an order pursuant to Section 6(c) of the Act 
that would amend an order, pursuant to Section 6(c) 
of the Act, previously issued on October 26, 1978 
(Investment Company Act Release No. 10451). The 
prior order permitted Applicant, subject to certain 
conditions, to calculate its net asset value for the 
purpose of sales, redemptions and repurchases to the 
nearest one cent on a share value of $1.00. The 
present application seeks to amend the prior order so 
as to modify certain quality conditions in the prior 
order to permit Applicant to purchase instruments 
issued by London branches of U.S. banks. 


On February 6, 1979, a notice was issued (Investment 
Company Act Release No. 10581) of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
the granting of the requested amendment is 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the order issued to Scudder Cash Investment 
Trust on October 26, 1978 (Investment Company Act 
Release No. 10451), to the extent requested, be and 
hereby is, amended, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10617/March 7, 1979 


In the Matter of 





HUSCO BROADCASTING AND ELECTRONICS COR- 
PORATION 


and 


HUSCO CABLEVISION CORPORATION 
31 West Sixth Avenue 
Huntington, West Virginia 25701 


(812-4153) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTIONS FROM PROVISIONS OF 
SECTIONS 8(b), 10, 12(d)(1), 13, 16, 17(h), 18 (except 
18(i)), 19, 20, 30, 31, 32 and 34(a) OF THE ACT 


Husco Broadcasting and Electronics Corporation 
(“Company”) and Husco Cablevision Corporation 
(“Subsidiary”) (collectively “Applicants”), West Vir- 
ginia corporations, filed an application on July 7, 
1977, and amendments thereto on June 6, 1978 and 
November 17, 1978, pursuant to Section 6(c) of the 
Investment Company Act of 1940 (“Act”) for an order 
exempting Applicants from Sections 8(b), 12(d)(1), 13, 
16, 17(h), 18 (except 18(i)), 19, 20, 30, 31, 32 and 34(a) 
of the Act. 


On February 6, 1979, a notice (Investment Company 
Act Release No. 10580) was issued of the filing of 


said application pursuant to Section 6(c) of the Act. 
The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the application would be issued as of course unless 
a hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered and it is found, on 
the basis of the information stated in the application, 
that the granting of the requested exemptions is 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act, 
subject to the conditions stated below, which are 
deemed necessary or appropriate in the public interest 
for the protection of investors and to which the 
Applicant has consented. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that Applicants are hereby exempted from the pro- 
visions of Sections 8(b), 10, 12(d)(1), 13, 16, 17(h), 18 
(except 18(i)), 19, 20, 30, 31, 32 and 34(a) of the Act, 
subject to the following conditions: 


1. Applicants will not pay any remunera- 
tion in the future to their officers and 
directors or any advisory board and will 
notify the Commission at the time of any 
changes in their officers or directors. 


2. Applicants will not issue any common 
stocks or senior securities. 


3. Applicants will not underwrite securi- 
ties, purchase or sell real estate or 
commodities, or make loans or borrow 
money without the vote of a majority of the 
outstanding securities of the Company and 
the Subsidiary; provided that (a) for 
purposes of this sentence, acquiring or 
disposing of the real estate securing the 
promissory notes (“Notes”) described in 
the application shall not be deemed to 
involve a purchase or sale of real estate, 
and (b) the Company and the Subsidiary 
may borrow funds for current expenses 
without such vote. 


4. Applicants will not engage in any 
activities except in connection with the col- 
lection of principal and interest on the 
Notes, the exercise of their rights under the 
Notes, and the liquidation and dissolution 
of the Company. 


5. Applicants will distribute quarterly 
principal and interest payments received 
pursuant to the Notes to the extent that the 
funds received are not required for the pay- 
ment of current expenses of the Company 
and Subsidiary. 


6. Applicants will notify the Commission 
at the time of any change in the custody of 
the Notes, will furnish the Commission 
with the name and address of any new 
custodian and will notify the Commission 
60 days prior to their selling or otherwise 
disposing of any of the Notes. 


7. Applicants will distribute to the stock- 
holders of the Company each year the 
federal income tax returns of the Company 
and the Subsidiary and will file with the 
Commission their Federal income tax 
returns, including an unaudited balance 
sheet and income statement, for each 
fiscal year commencing with the fiscal year 
in which such order is issued. 


8. Applicants will preserve the records 
used in preparing such tax returns until the 
Notes have been paid in full and will permit 
the Commission to inspect their opera- 
tions, including their accounts, books and 
records and custody arrangements estab- 
lished for the Notes and any other of their 
assets. 
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9. Applicants annually will furnish the 
Commission with a list of their stock- 
holders and indicate the persons who own 
more than 5% of the respective outstand- 
ing shares. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10618/March 7, 1979 


In the Matter of 


PATHFINDER EQUITIES, INC. 
P.O. Box 2438 
Los Angeles, CA 90051 


(811-1840) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


Pathfinder Equities, Inc. (“Applicant”), registered 
under the Investment Company Act of 1940 (‘‘Act”) as 
a diversified management investment company, filed 
an application on November 16, 1978, for an order of 
the Comission declaring that Applicant has ceased to 
be an investment company as defined in the Act. 


On February 8, 1979, a notice (Investment Company 
Act Release No. 10583) was issued of the filing of 
said application. The notice gave interested persons 
an opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the Commis- 
sion has not ordered a hearing. 


The matter has been considered, and it is found that 
the Applicant has ceased to be an investment com- 
pany as defined in the Act. Accordingly, 


IT iS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Pathfinder Equities 
Inc. shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10619/March 7, 1979 


In the Matter of 


TRANSAMERICA GUARANTEED SHARES, INC. 
P.O. Box 2438 
Los Angeles, CA 90051 


(811-2532) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


Transamerica Guaranteed Shares, Inc. (“Applicant”), 
registered under the Investment Company Act of 1940 
(“Act”) as an open-end, diversified management 
investment company, filed an application on 
November 16, 1978, for an order of the Commission 
declaring that Applicant has ceased to be an 
investment company as defined in the Act. 


On February 8, 1979, a notice (Investment Company 
Act Release No. 10584) was issued of the filing of 
said application. The notice gave interested persons 
an opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
the Applicant has ceased to be an _ investment 
company as defined in the Act. Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Transamerica Guaran- 
teed Shares, Inc., shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT COMPANY ACT OF 1940 
Release No. 10620/March 7, 1979 


In the Matter of 


TRANSAMERICA MUNICIPAL SHARES 
1150 South Olive Street 
Los Angeles, California 90015 


(812-2417) 


ORDER PURSUANT TO SECTION 8&(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


Transamerica Municipal Shares (“Applicant”), regis- 
tered under the Investment Company Act of 1940 
(“Act”) as a closed-end, diversified management 
investment company, filed an application on 
November 16, 1978, for an order of the Commission 
declaring that Applicant has ceased to be an invest- 
ment company as defined in the Act. 


On February 8, 1979, a notice (Investment Company 
Act Release No. 10582) was issued of the filing of 
said application. The notice gave interested persons 
an opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the Commis- 
sion has not ordered a hearing. 


The matter has been considered, and it is found that 
the Applicant has ceased to be an _ investment 
company 


The matter has been considered, and it is found that 
the Applicant has ceased to be an investment com- 
pany as defined in the Act. Accordingly, 


IT iS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Transamerica 
Municipal Shares shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10621/March 8, 1979 


SEE 


SECURITIES ACT OF 1933 
Release No. 6034/March 8, 1979 








LITIGATION 





Litigation Release No. 8682/March 2, 1979 


SECURITIES AND EXCHANGE COMMISSION v. 
WILLIAM R. LUMMIS, ET AL., AS ADMINISTRATORS 
OF THE ESTATE OF HOWARD R. HUGHES, JR., ET 
AL., (United States District Court for the Northern 
District of California) Civil Action 75-0589 AJZ 


The Securities and Exchange Commission announced 
today that on March 1, 1979, the Honorable Alfonso J. 
Zirpoli, United States District Judge for the Northern 
District of California issued a Final Judgment of 
Permanent Injunction against defendant Robert A. 
Maheu of Las Vegas, Nevada, permanently enjoining 
him from violating the anti-manipulative, anti-fraud 
and proxy provisions of the Securities Exchange Act 
of 1934 and the anti-fraud provisions of the Securities 
Act of 1933. 


In its complaint the Commission alleged that Mr. 
Maheu in connection with the acquisition of the 
assets Air West, Inc. by the late Howard R. Hughes, 
Jr. in 1968 had manipulated the price of the Air West 
common stock for the purpose of depressing its price 
and inducing sales of that security. In addition it was 
alleged that Mr. Maheu engaged in a fraudulent 
course of conduct and violated the proxy solicitation 
rules. 


The Court also ordered Mr. Maheu to appear at any 
trail or hearing in this case as if he were still a party to 
the action upon reasonable notice to him or his 
counsel of the Commission’s desire for his attendance 
at such trial or hearing. 


Mr. Maheu consented to the Court’s order without 
admitting or denying the substantive allegations in 
the Commission’s complaint. 


For further information, see Litigation Release No. 
6802. 
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Litigation Release No. 8683/March 6, 1979 


SECURITIES AND EXCHANGE COMMISSION v. 
FUTURISTIC FOODS, INC., FUTURE MART, INC., 
ARTHUR SHEVACK, DENNIS SHEVACK, PETER 
CANCILLA AND RICHARD MULLIGAN, 74 CIV. 3655 
(WCC) AND UNITED STATES OF AMERICA ex rel. 
SECURITIES AND EXCHANGE COMMISSION v. 
FUTURISTIC FOODS, INC., FUTURE MART, INC., 
ARTHUR SHEVACK, DENNIS SHEVACK, PETER 
CANCILLA AND RICHARD MULLIGAN, 79 CR. MISC. 
# (S.D.N.Y.) 


William D. Moran, Administrator of the New York 
Regional Office of the Securities and Exchange 
Commission, announced that on February 26, 1979 
two Orders to Show Cause with respect to the 
defendants herein’ were presented to the Honorable 
William C. Conner, United States District Judge for 
the Southern District of New York. The first Order, 
which contains a Temporary Restraining Order, is an 
ment of a receiver. The second Order is an application 
to punish the defendants for criminal contempt of a 
prior injunction. Judge Conner has reserved decision 
on the Commission’s application for civil relief and 
has set March 1, 1979 as the date on which 
defendants will be arranged on charges of criminal 
contempt. April 16, 1979 has been set as the trial date 
in the criminal matter. 


As the background for these applications, on June 18, 
1976, a Final Judgment of Permanent Injunction on 
Consent (“Consent”) was entered against FFI, FMI, A. 
Shevack, D. Shevack, Cancilla and Mulligan. In the 
moving papers in support of the applications, it is 
alleged that these defendants and others under their 
control are engaging and have engaged in wilful, 
continuous and contumacious violations of law 
despite the Consent and, therefore, criminal 
sanctions, in addition to more stringent equitable 
relief, are being requested. As a result of the alleged 
behavior, members of the public have invested 
between $2,000 and $15,000 each and FFI salesman 
and insiders, most particularly the individual 





The civil application sought relief against the 
following parties: Futuristic Foods, Inc. (“FFI”) and 
its subsidiaries, Future Mart, Inc. (“FMI’), Mind Trek, 
Inc. (“Mind Trek”), Isis Industries, Inc. (“Isis”), Juval 
Properties, Inc. (“Juval”), Success Advertising, Inc. 
(“Success”). Arthur Shevack (“A. Shevack”), Dennis 
Shevack (“D. Shevack’”), Peter Cancilla (“Cancilla’”’) 
and Richard Mulligan (“Mulligan”}. The following are 
parties to the criminal contempt action: FFI, FMI, A. 
Shevack, D. Shevack, Cancilla and Mulligan. 
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defendants herein, have gained in excess of 
$3,500,000 during the calendar years 1976 and 1977. 
More specifically, it is alleged that the defendants 
have in wilful and contemptuous disregard of the 
Consent: (a) induced members of the public to 
purchase FFI franchises and Isis distributorships by 
false and misleading statements concerning, among 
other things, the profitability of such franchises and 
distributorships; (b) induced and permitted the pay- 
ment of commissions to persons who were beneficial, 
if not actual, owners of franchises; (c) frequently 
failed to provide investors and potential investors with 
mandated financial disclosure and copies of the 
Consent; (d) have offered and sold FFI franchises in 
excess of the ordered limitation of 1620 by creating 
partnership interests in franchises; and (e) with 
respect to defendants, A. Shevack and Cancilla, that 
they, directly and indirectly, were paid and took 
monies in excess of the ordered limitation of $35,000 
per annum. 


tn connection with solicitation of franchises, the 
defendants are charged with making false and mis- 
leading statements. For example, prospective 
investors were told that they could earn $30,000- 
$100,000 per year when such statements had no 
reasonable basis in fact and that FFI planned to open 
and operate additional warehouse facilities in the near 
future when no reasonable basis for such statements 
existed. The defendants failed to inform investors 
concerning the risk factors involved in the franchises, 
namely; that numerous persons who had purchased 
franchises in the past had surrended them to FFI 
because of the franchisee’s inability to earn a return 
on their investment and that the support services pro- 
vided by FFI were poorly operated. 


It is also alleged that FFI and four of its subsidiaries, 
Mind Trek, Juval, Isis and Success, are operated by 
the individual defendants as a seamless web of 
entities designated to defraud the public. Analysis of 
all income received from FFI and its subsidiaries 
demonstrates that income to the _ individual 
defendants for the years 1976 and 1977 was at least 
$304,666 for Cancilla, $302,571 for A, Shevack, 
$307,479 for D. Shevack and $241,127 for Mulligan. In 
contrast to the individual defendants, all FFI 
franchisees received a total of not more than $63,000 
during the same time period or not more than an 
average of $40 per franchises. 


In addition to the criminal sanctions, the Commission 
is seeking: (a) an injunction directing the defendants 
to halt the sale of securities in the form of franchises, 
Gistributorships or similar instruments; (b) the 
appointment of a receiver for the corporate 
defendants; and (c) an order directing the defendants 
to produce all financial records relating to all 
defendants. 





For additional information, see Litigation Releases 
Nos. 6506, 6566 and 7407. 





Litigation Release No. 8684/March 6, 1979 


SECURITIES AND EXCHANGE COMMISSION v. GULF 
CITIES GAS CORPORATION, et al. (United States 
District Court for the District of Columbia, Civil Action 
No. 79-0719) 


The Securities and Exchange Commission today 
announced the filing of a Complaint in the United 
States District Court for the District of Columbia 
seeking injunctive and other equitable relief against 
Gulf Cities Gas Corporation (“Gulf Cities”); its presi- 
dent, chairman of the board and principal shareholder, 
Morris Birnbaum (“Birnbaum”); and M.S. Wien & Co., 
Inc. (“M.S. Wien”), a broker-dealer registered with the 
Commission. Gulf Cities, with headquarters in 
Middletown, New York, was formerly engaged in the 
construction and sale of single family houses and lots 
but is presently inactive. The Complaint alleges vio- 
lations of the anti-fraud, reporting, ownership and 
reporting and other provisions of the Securities 
Exchange Act of 1934 (the “Exchange Act”). Final 
Judgments of Permanent Injunction were entered 
against each of the defendants for the relief 
requested. The Defendants consented to entry of the 
Final Judgments without admitting or denying the 
allegations in the Complaint. 


The Commission’s Complaint alleged that from about 
January 1, 1975 to the present as part of a violative 
course of conduct, Gulf Cities, acting under the 
direction of Birnbaum, engaged in a repurchase pro- 
gram of its Class A stock by means of open market 
and privately negotiated purchases, a tender offer and 
reverse stock split. The Complaint alleged that the 
repurchase program was designed to reduce 
the number of holders of Gulf Cities Class A stock to 
below 300, with the result of “going private” and 
eliminating its reporting obligations under the 
Exchange Act. Further, the Commission charged that 
materially false and misleading filings were made with 
the Commission and materially false and misleading 
information was disseminated to Gulf Cities share- 
holders. 


The Complaint alleged that beginning in April 1977, 
Gulf Cities entered into an agreement with M.S. Wien 
pursuant to which M.S. Wien agreed to sell to Gulf 
Cities for $2.50 per share all of the Class A stock 
which M.S. Wien could purchase from Gulf Cities 


shareholders and that M.S. Wien agreed to contact, 
on behalf of Gulf Cities, all Gulf Cities shareholders 
to solicit them to sell their Class A stock. Pursuant to 
the agreement M.S. Wien, according to the 
Complaint, sent two letters to the Class A share- 
holders stating that it was authorized to offer $2.00 
per share for the Class A Stock. Gulf Cities purchased 
about 8,869 shares of the Class A stock from M.S. 
Wien at $2.50 per share which securities M.S. Wien 
had purchased from approximately 44 shareholders at 
$2.00 per share. The Complaint alleged that Gulf 
Cities, Birnbaum and M.S. Wien omitted to state 
material facts in connection with the tender offer 
including the agreement between Birnbaum and M.S. 
Wien and the purpose of the repurchases by Gulf 
Cities. While engaged in the tender offer, according to 
the Complaint, Gulf Cities purchased 18,462 
additional shares of the Class A stock at varying 
prices. 


Gulf Cities mailed an information statement to its 
shareholders on or about April 7, 1978, in connection 
with an annual meeting of shareholders to consider, 
among other things, a proposal to effect a 100 to 1 
reverse stock split of the Class A stock. According to 
the proposal $5.00 per share was to be paid in lieu of 
issuing any fractional shares. The Complaint alleged 
that Gulf Cities failed to file preliminary and definitive 
copies of the information statement with the 
Commission as required before or on the date of 
mailing. On or about June 16, 1978, Gulf Cities mailed 
a second information statement to its shareholders. 
The Complaint alleged that the two information state- 
ments omitted to disclose material facts, including 
the full facts and circumstances of the reverse stock 
split proposal and the reason for elimination of the 
fractional shares, the effect of eliminating the market 
in the Class A stock, the purpose of tax consequences 
of the proposed stock split and omitted required 
financial statements. Gulf Cities held the annual 
meeting of shareholders on July 7, 1978 during which 
the stock split proposal was approved. Gulf Cities 
subsequently informed the Commission that the 
number of its shareholders had been reduced to below 
300. 


The Complaint also alleged that Birnbaum failed to 
file ownership reports with the Commission as 
required. 


The District Court enjoined Gulf Cities and Birnbaum 
from violating Sections 10(b), 14(c) and 14(e) of the 
Exchange Act and Rules 10b-5, 10b-13, 14c-3 and 
14c-6 thereunder. Birnbaum was further enjoined from 
violating Section 16(a) of the Exchange Act and the 
Rules thereunder. M.S. Wien was also enjoined from 
violating Section 10(b) and 14(e) of the Exchange Act 
and Rule 10b-5 thereunder. 
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In addition, Gulf Cities was ordered to re-imburse Gulf 
Cities shareholders $2.50 per share and M.S. Wien to 
pay $.50 per share to all Gulf Cities shareholders who 
tendered Gulf Cities Class A stock to M.S. Wien 
during the period of the alleged tender offer, April 1, 
1977 through December 31, 1977. Gulf Cities was 
further ordered to notify and inform its shareholders 
of record, as of December 31, 1976, of the allegations 
in the Complaint and of the terms of the Final Judg- 
ment against it. 





Litigation Release No. 8685/March 7, 1979 


SEC v. JOHN CUMMINS PHARMACEUTICAL CO., 
INC., ET AL (S.D. TEX, Civil Action No. 71-H-69) 


Michael J. Stewart, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange 
Commission, announced that on February 26, 1979, 
Federal District Judge Woodrow Seals at Houston, 
Texas entered an order conditionally dissolving a 
permanent injunction against John Cummins Pharma- 
ceutical Co., Inc. This injunction, entered on January 
25, 1971, enjoined the company from violating 
Sections 5(a), 5(c) and 17(a)2 of the Securities Act of 
1933. This order conditions the dissolution of the 
injunction upon John Cummins Pharmaceutical Co., 
Inc.’s merging out of existence. 





Litigation Release No. 8686/March 7, 1979 


SEC v. AMERICAN REALTY TRUST, ET AL. (E.D. 
Virginia, Civil Action No. 104-A) 
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Paul F. Leonard, Administrator of the Washington 
Regional Office, announced that on February 28, 
1979, the Honorable Richard B. Kellam, Eastern 
District of Virginia, entered an order permanently 
enjoining Thomas J. Broyhill (‘Broyhill’) and 
American Realty Trust (“ART”) from violations of 
Section 17(a)(2) of the Securities Act of 1933 
(“Securities Act”) in connection with the offer and 
sale of subordinated debentures of ART or any other 
securities. The order was enterd in accordance with 
the instructions of the United States Fourth Circuit 
Court of Appeals in its opinion of November 17, 1978 
(SEC v. American Realty Trust, No. 77-1839, Nov. 17, 
1978), reversing the prior dismissal by the district 
court (SEC v. American Realty Trust, 429 F.Supp. 
1148 (E.D. Va. 1977)) of the Commission’s suit 
against Broyhill and ART. 


The fourth circuit ordered an injunction to be entered 
after finding that Broyhill and ART violated Section 
17(a)(2) of the Securities Act of 1933 by failing to dis- 
close in ART’s $15 million debenture prospectus of 
1974 material facts concerning various ART loan 
transactions. The court found it unnecessary to make 
a finding as to Broyhill’s state of mind, ruling that 
negligence and not an intent to deceive, as held by 
the lower court, is a sufficient basis for finding vio- 
lations of Section 17(a)(2) of the Securities Act. 


Additionally, pursuant to a stipulation between the 
parties, ART broadened its restrictive provisions 
dealing with affiliated transactions and has recouped 
approximately $70,000 owed to it by a once affiliated 
company, Virginia Hotel Management Company. With 
the entry of the final judgment, the Commission’s suit 
against Broyhill and ART is terminated. 
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